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World News Business Summary 


Japan’s loan 
scandal 
widens with 
new arrest 


‘The Yad2bn ($2. 5bn) fraudulent 
loan. dal involving the 
Tokyo Shinkin Bank widened 
when Osaka prosecutors 
arrested the branch manager 
of a local consumer credit com- 
pany who is accused of mis- 
handling financial instruments 
used for collateral. 

ity of an even bigger and more 
complex fraud than was ini- 
tially revealed. Page 12 


Rubin holdings frozen 

‘Two New York businessmen 

have obtained court orders 

freezing all the Swiss holdings 

of David Rubin, the London 

businessman who disappeared 

last month owing investors 

an estimated £60m. 

Page 12 

Singapore election 

serra co 
fora 

election to be held on August 

31, more than two years earlier 

than required. Victory for 

Goh’s People's Action party 

is virtually assured. In 1988 

it won 80 of the 81 parliamen- 

tary seats. Page 4 

Students riot 

Hundreds of South Korean stu- 

dents hurled petrol bombs and 

rocks at riot police in Seoul 

in protest at the government's 

refusal to allow a cross-border 

march in support of reunifica- 

tion of the two Koreas. 

Picture, Page 4 


Refugees to stay 

Italy is to allow 500 Albanian 
refugees in the south-eastern 
port of Bari to stay in the coun- 
try. Almost 17,000 who arrived 
in Bari last week have been 
repatriated. 


Bus passengers killed 
Twenty-one people died when 
a bus fell down 4 2,000ft ravine 
in India’s northern Jammu 
and Kashmir state. 


60 murders claimed 

A Syear-old maa ated : 

tal uthorides in Mises 
at 

that he murdered more than 


Refugee talks off 
Hanoi has postponed indefi- 
nitely talks on setting up inter- 
nationally-run camps in Viet- 
nam for boat people crammed 
into detention centres in Hong 
Kong. Vietnamese prime minis- 
Simpy ha se oe 
y it peo, 
‘would be forced to depend on 
foreign aid. 
Plea to Kohli j 
German chancellor Helmut 
Kohl was urged by the opposi- 
tion Social Democratic party 
not to attend the reburial of 
Frederick the Great of Prussia 
in Potsdam because it could 
stoke fears that German milita- 
rism was on the rise, The 
king’s body was moved to West 
Germany at the end of the Sec- 
ond World War. 


Soldiers kidnapped 
Armenian militants have 
seized 33 Soviet soldiers in the 
Madakert district of 
Nagorno-Karabakh and are 
offering to exchange them for 
a captured Armenian leader. 


Women hurt 


by ganmen in County Armagh 
who ambushed a bus taking 
them to visit Republican pris- 
oners at Northern Ireland's 
top-security Maze prison. 

S African peace talks 
The South African government 
began talks with the African 
National Congress and Inkatha 
in an attempt to end political 
violence. Page 4 


= 
Inflation 
« 
outlook in 
. 
US still 
ws ge 

optimistic 
US consumer prices rose 0.2 
per cent in July, providing fur- 
ther confirmation of a recent 
improvement in the US infla- 
tion outlook. The year-on-year 
increase fel to 1.4 per cent, 
Compared with 4.6 per cent 
in Jane and 5.4 per cent six 
months ago. 

The annualised rate of infla- 
tion in the first seven months 
of the year was 2.7 per cent, 


Suggesting the year-on-year 
figure will continue to iit 


GOLDMAN SACHS, US brok- 
ing house, declared stakes 
worth £143: ($241.7m) in Max- 
Pet omenumlcation, and Mir- 
r Group Newspapers, the 
bulk of which was held as col- 
lateral for loans to an 
unnamed broking client, later 
identified as Mr Robert Max- 
well. Page 13; Lex, Page 12 


PLATINUM: The price of the 
precious metal, used primarily 
dn automotive catalysts and 
Jewellery, plunged again to 
close in London down $5 a troy 
ounce at $346. Again, the drop 





was triggered by Japanese 


investors cu their losses 
on contracts to buy platinum 
tor future delivery. Page 18 


is y to lose 


Soviet Union and other former 


VIRGIN Atlantic, Richard 
Branson's UK airline, 
announced cuts of up to 25 per 
cent for economy flights from 
London to New York and other 
US destinations. Page 12 


INTERNATIONAL Monetary 
Fund: Congressional approval 
for a US contribution to the 
planned 50 per cent quota 
increase for the IMF is likely 
to be linked to tight conditions 
on the fund's relations with 
the Soviet Union. Page 6 


HANSON, UK acquisitive con- 
glomerate which has a 28 per 
cent stake in Imperial Chemi- 
roti edgearp Or ibe nie 
its up nine 
Soest meas 
im . 18; 
Lex, Page 12 aa 


FAIRFAX: The race to acquire 
the troubled newspaper group 
was thrown open after Austra- 
Han Independent Newspapers, 
an all-Australian consortium, 
said it had the support of the 
country’s two biggest financial 
institutions. Page 13 


HOOGOVENS, Dutch steel and 
aluminium greup, reported 

a 65 per cent fall in first-half 
net profits to FL55m (§28.2m) 
from F1 155m in the same 
period last year. Page 14 
ULTRAMAR: Weak oil prices 
caused large stock losses at 
the diversified UK cul jad gas 
company, pushing a 
$21.6m ($36.5m) loss for the 
first six months of the year 
from a profit of £87.2m in the 
same period in 1990. Page 14; 
Lex, Page 12 

ROLLINS Burdick Hunter, US 
insurance en is set to 
expand its pean 
operations with the acquisition 
of Rotterdam-baséd 
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Markets await result of Schlesinger’s first meeting as president 





Bundesbank to consider rate rise 


By Andrew Fisher and Katharine Campbell in Frankfurt 


GERMANY'S Bundesbank is at 
the centre of world financial 
attention today as it meets 
under Mr Helmut Schlesinger, 
its new president, to decide on 
a rise in official interest rates 
which could put them back to 
record post-war levels. 

tt is regarded as almost cer- 
tain in financial markets that 


65 per cent, by at least 1 point. 

The more important Lom- 
bard emergency funding rate, 
now 9 per cent, is expected to 
rise by up to half a point. The 
last time official rates were so 


high was in May, 1980, when 
the discount rate was raised to 
7.6 per cent and the Lombard 
to 9.5 per cent, 

Then, Germany was also 
experiencing a rising current 
account deficit and the Bund- 
esbank was concerned about 

Mr Sehlesinge: 

r Schlesinger and his col- 
leagues have made clear their 
concern over inflation, now 
well over 4 per cent per year, 
and the high state spending 
caused by the need to prop up 
the east German economy. 

The expectations built into 
today’s meeting of the 17-mem- 


ber Bundesbank council are 
almost unprecedentedly high. 
The bank will hold a news con- 
ference after the meeting. 

_ Mr Schlesinger bas said 
inflation, partly influenced by 
higher indirect taxes to help 
pay for unity, has risen faster 
than he expected. He also said 
the discount rate was histori- 
cally too low in relation to the 
Lombard rate, having been 
held down to help east German 
banks’ refinancing. 

The Bundesbank would prob- 
ably have raised rates in July, 
but was anxious not to upset 
the Group of Seven industrial 


countries’ meeting in London. 

Some economists believe the 
rise in the Lombard rate might 
be less than half a point, leav- 
ing the Bundesbank scope for 
further tightening if wage 
demands continued too high. 

Mr Karl Thomas, a Bundes- 
bank director, said last week it 
was concerned to preserve 
maximum flexibility in its 
money market operations for 
when cal] money rates edged 
near or over the Lombard rate. 
This has happened recently as 
dealers have anticipated 
today’s expected rises. 

Some dealers also think the 


Bundesbank may decide to 
restrict the use of the Lombard 
facility by limiting banks’ use 
of this to 10 per cent of their 
total refinancing allowance 
with the central bank. 


The D-Mark has strength- 
ened considerably against the 
dollar since Mr Schlesinger 
first indicated at the end of 
July that concern over infla- 
tion could lead to higher inter. 
est rates. He said the Bundes- 
bank wanted a strong D-Mark, 
though it bad no specific 
exchange rate target. 


E German economy, Page 12 





Jerusalem describes latest negotiations with UN as fruitful 





Israelis 
agree to 
continue 
with talks 


By Our Middle East Staft 


AN ISRAELI delegation agreed 

yesterday to remain in Geneva 
after a second round of talks 
with Mr Javier Pérez de Cuél- 
lar, the UN secretary-general. 
These are believed to have 
focused on [srael’s demands for 
evidence of the fate of seven 
servicemen missing in 
Lebanon. 


Israel has said it is prepared 
to release several hundred Leb- 


tages in Lebanon depended on 
the release of the Lebanese 


end the hostage crisis, he said, 
but the involvement of Mr 
Cuéllar was “a very 


good omen”. 
Mr Abmed Jibril who heads 
a Palestinian guerrilla faction, 


the Popular Front for the Lib- 
eration of Palestine (General 


Command) said in Damascus 
yesterday that three of the 
missing Israelis were alive, one 
was confirmed dead, and three 


surviving 

will consider making a deal. 
For the moment it has ruled 
out a goodwill gesture by 
teleasing a few Lebanese Shia 
prisoners. Mr Pérez de Cuéllar 
said before meeting the Israeli 
delegation yesterday that a 
gesture from one side or the 
other would be extremely 


helpful. 
Mr Jibril added that Hizbol- 


Jah, the militant pro-ranian 
group, or groups close to it, 
were holding the three surviv- 
ing Israelis. He also said that 
nothing had ever been heard of 
three members of an Israeli 
tank crew who went in 
a battle with Syrian forces dur- 
ing the 1982 invasion of 
banon. : 
Another Palestinian faction, 
the Democratic Front for the 
Liberation of Palestine, has 
acknowledged that it has the 
remains of an Israeli soldier. 
The Palestinian leader 
claimed that Israel was 
attempting to block a hostage 
deal by again raising the issue 


BCCI rescued Pakistan from 
balance of payments crises 


By Christina Lamb in Islamabad 


THE COLLAPSED Bank of 
Credit and Commerce Interna- 
tional (BCCT) on several occa- 
sions provided the Pakistani 
government with finance to 
stave off balance of payments 
crises when no other sources of 
funds were available. 

In return, the bank received 
favours such as government 
contracts for itself and impor- 
tant syents. tet rl ot 
appears to have 
the way BCCI ingratiated itself 
with the establishment of 
many countries in which it 


operat 

The state bank governor and 
the head of BCCI Pakistan 
have confirmed in interviews 
that BCCT has often stepped in 
over the past 14 years to bol. 
ster the country’s depleted for- 

exchange Teserves. 

Mr Abdul Basir, head of 
BCCI Pakistan, said: “We 
helped the Pakistan govern- 
ment on a number of occasions 
with balance of payments. I 
know of at least three times 
when we made short-term 
loans of $100m.” 

Mr L A. Hanfi, governor of 
the state bank, said: “This is 


normal business practice — a 
commercial deal that any bank 
might have done.” 

However, bankers in Karachi 
say BCCI has always come to 
Pakistan’s rescue when no 
other bank would, particularly 
as the country’s credit rating 
has worsened. 

They link the bank's willing- 
ness to help to the close friend- 
ship of its Pakistani founder, 
Mr Agha Hasan Abedi, with 
Pakistan's most senior political 
figures including the late Presi- 
dent Zia and current President 
Ghulam Ishaq Khan, who was 
finance secretary when BCCI 
vat given its licence to oper- 
at 

in return for helping Pakis- 
tan, Mr Basir says BCCI bene- 
fited with exclusive govern- 
ment contracts for financing 
rice and cotton exports. For: 
mer BCCI officials say the 
bank's ready assistance 
ensured its major customers 
were favoured in the award of 


According to Mr Basir, the 
last occasion balance of pay- 
ments support was given was 
in 1988, before Mr Abedi 


became ill and effectively reiin- 
quished control of the bank. 

BCCI made similar loans to 
other countries, particularly in 
Africa, according ta those close 
to the bank, although not on 
the same scale as Pakistan. 
This earned it the gratitude of 
often hard-pressed govern- 
ments, and ensured that BCCI 
received a share of local 
business. 

Ordinarily, BCCI did not 
involve itself in balance of pay- 
ments tending, preferring to 
act as a supplier of trade 
finance and letters of cred- 
it - a safer form of lending. 

According to a report by 
Price Waterhouse, BCCI had 
lent $349m to Third World 
countries with loan problems 
by the end of 1989. Most of this 
- $246m - was to Nigeria. 
Other large recipients of loans 
included the Philippines 
(330m), Zambia <($26m) and 
Sudan (320m), with smaller 
amounts to Iraq, Mexico, Cuba, 
Sierra Leone, Ivory Coast and 
Panama. 


BCCI shutdown, Page 7 


Pa a 


Chief Israeli negotiator, Uri Lubrani, said “patience and perseverance” would be needed to end 


Shue gusstion of those ares 
= ion 
was raised: 

ers of war 


about them and that they must 
have been killed in the fight- 


Mr Jibril claimed that, as a 
result of those assurances, the 
Israelis abandoned their 
demand for the men or for any 
further information. “I think 
that the Israelis want to raise 
new obstacles in order to 
counter the pressure imposed 
by the international commu- 
nity to force them to free the 


‘by the Israelis when- 






the hostage crisis 
hos ,” he said, adding that 
the UN secretary-general 
should show as much concern 
for Palestinians held in Israel 


Tehran's biggest circulation 
r hit out at 

the p ed hostage deal 
describing it as 5 
a move planned to enhance US 
influence in the Middle East. 

Reports from Beirut said 
Shia fundamentalists insisted 
no more hostages would be 
released until Israel gave some- 
thing in return for the freeing 
of two western hostages. 


Israel waits, Page 4 
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London 
stocks surge 
to new high 
on recovery 
prospects 


By Rachel! Johnson and 
Dante! Green in London 


THE London stock market 
yesterday ignored the Bundes- 
bank's signal and surged to a 
new high on increased confi- 
dence of economic recovery. 
Although a German mone- 
tary tightening coe)d prolong 
economic problems in Europe, 
financial markets were 
looking beyond today’s likely 
move towards the next cuts in 
interest rates in the US and 
the UK and global economic 


recovery. 

The FT-SE 100 index rose 
23.9 to 2608.8. The narrower 
FT 30 index and wider FT-A 
All Share index also closed at 
record levels. 

Currencies were mostly 
mired in summer inactivity, 
while the stock markets of the 
UK and the US rose in the 
hope that economic recovery 
might be underway. 

An encouraging consumer 
prices index for July — rising 
by a modest monthly 0.2 per 
cent — helped the positive 
mood as it diminished the 
chances of a US rate rise. 

"The dollar is expected to rise 
towards DM1.75 tomorrow if 
the DS trade figures are good, 
rather than falling if the 
D-Mark is shored up by a rise 
in German rates, 

‘The buoyant start to share 
trading in New York helped 
the UK rise. Fond managers 
sought stocks in smaller com- 
panies, which tend to be more 
tied to the domestic economy. 

Their boldness was reflected 
in heavy trading for the usu- 
ally quiet month of August. 
The final volume figure was 
swollen by technical factors 
concerning a rights issue by 

iler Burton. 

The suceess of that issue 
was another factor behind the 
buying. Analysts described 
Burton as “a classic recovery 
stock". 

Money rates in the UK 
dropped slightly below the 
base rate level of 11 per cent, 
reflecting the expectation that 
a tightening of conditions in 
Germany would not force Mr 
Norman Lamont, the UK chan- 
cellor, into following suit. 

The next movement in UK 
rates is expected to be down, 
austerer the Bundesbank 


News on another 60,000 rise 
in unemployment is due today, 
while a reduction in the 
annual rate of inflation is 
expected tomorrow - with the 
retail prices index expected to 
Yise at 5.5 per cent in duly 
after 5.8 per cent in June. 
London markets, Page 19 


What do you 
call a venture 
capital company 
that doesn’t act 


like one? 


The prospect of approaching some venture capitalists can 


pared Hudig- 
because of an April frost. Langeveldt Groep. Page 13 
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Genscher says 
Yugoslav peace r 


talks must start 


By Judy Dempsey in London 


and David Gardner in Brussels 


YUGOSLAVIA'S political 
leaders must start peace talks 
to resolve the country’s crisis, 
Mr Hans-Dietrich Genscher, 
said yesterday. 
Today is the deadline by 
which Yugoslav diplomats told 
last Friday's emergency ses- 
sion of the 35-member Confer- 
ence on Security and Co-opera- 
tion in Europe in Prague that 
they would call peace talks. 
Western diplomats had 
hinted strongly at that meeting 
that they would not rule out 
calling an international peace 
conference, if Yugoslavia's 
leaders proved unable to imple- 
ment a lasting ceasefire, and 
negotiate the future of the 
country’s internal borders. 
However, Yugoslav diplo- 
mats had finnly rejected any 
such international peace con- 
ference.Mr Genscher’s warning 
coincided with further skir- 
mmishes between Serbs and 
Croats in Croatia, adding fur- 
ther pressure to the fragile 
ceasefire. 


At least five people died fol- 
lowing gun and mortar attacks 
late on Tuesday night in Croa- 
tia. More than 300 people have 
died since Slovenia and Croatia 
declared their independence on 
June 25, More than 200 have 
been killed in Croatia. 

Mr Genscher, who is sympa- 
thetic to independence declara- 
tions by Slovenia and Croatia, 


yesterday said in a statement: 
“This time must not pass 
unused. The start of the peace 
process allows no further 
delay....The people of Yugo- 
slavia are waiting for these 
negotiations.” 

There were no clear signs 
Yas belay prepared: Neverthe: 
was pre; 
less, senior EC diplomats said 
that recent contacts with all 
parties to the conflict indicated 
that the Yugoslavia leaders 
were in fact working towards 
convening negotiations. 

They added that the Commu- 
nity “much preferred an inter- 
nal solution", and was being 
Hexible about the deadline. 

Meanwhile in Yugoslavia, 
the federal authorities yester- 
day announced that the special 
commission set up to imple- 
ment and monitor the cease- 
fire, would send observers to 
Croatia later this week. 

Mr Irfan Ajanovic, a spokes- 
man for the commission, said 
objections by the Croatian 
authorities to its composition 


clearing 

about 80 observers. They 
would attempt to determine 
which side was guilty in 
breaching fire, 


Mr Ajanovic also said that 
the state and b- 
lican would hold more 


talks in Belgrade on August 
20-21. 


e 






| BIS reports big | 


contraction in 
global banking 


By Rachel Johnson, Economics Staff 


BANKING activity worldwide 
slowed down sharply in the 
first quarter of the year as 
Japan put the brakes on its 
international banking busi- 


ness. 

The latest survey from the 
Bank for International Settle- 
ments in Basle revealed an 
“unprecedented contraction” 
in total cross-border claims of 
$54bn in the first quarter. The 
figure, which includes local 
claims in foreign currencies, is 
the largest-ever absolute 
decline ever recorded and rea- 
wakened suggestions of a 
global credit crunch. 

“The Japanese were very 
aggressive lenders in the 1950s 
and { suspect they have 
become more cautious about 
who they supply now,” said Mr 
Ian Harwood, international 
cconcsnlat at Warburg Securi- 
The BIS — the central bank 
for other central banks ~ attri- 
buted the first decline in bank- 
ing a since 1984 pri- 
marily to the changing 
behaviour of Japanese banks. 
They were lending less in 
order to meet strict Interna- 
tional guidelines dictating the 
minimum levels of capital, 
known as capital adequacy 
ratios. 

Instead of the traditional 
“window-dressing" activi- 
ties -— expanding balance 
sheets as normal before the 
close of the financial year in 
mid-March — Japanese banks 


cut back interbank posi- 
tions throughout the first 


quarter. 

These cutbacks reflected 
both heightened attention to 
capital adequacy ratios and 
concern about counterparty 
BIS said. As a result, 
new final lending fell to $56bn 
in the first quarter from $85bn 


Japan and other countries fall- 
ing by $76bn. But activity was 
also depressed by the economic 
slowdown or recession in sev- 
eral of the reporting countries 
such as the US, Britain and 
France. 

However, business grew 
strongly in other areas of the 
financial markets. A record 


amounts of govern- 
ent-backed securities were 
issued, with the Ecu increas- 
ingly being selected as the 
denominating currency. Banks 
outstanding claims denomi- 
nated in Ecu rose by $15.7bn to 
$194bn over the reporting 
period. 

Despite these increases, the 
headline of $100: 
net interna financing in 
the first quarter of 1991 showed 
that credit was less ‘available 
in the banking system. 





Soviet Asia 
republics 
seek to bind 
economies 


By John Lloyd in Moscow 


THE LEADERS of the Soviet 
Union’s five central Asian 
republics met yesterday in the 
Uzbek capital of Tashkent to 
agree to bind their economies 
more closely together in an 
effort to escape what they 
believe will be one of the 
harshest and leanest winters 
since the war. 

The move comes amid con- 
tinuing of economic mal- 
aise and tegration of the 
union. It is, on a larger scale, 
indicative of a flurry of eco- 
nomic treaties being signed 
between the republics, strug- 
gling to build a rudimentary 
system of trade and exchange 
~ often by barter — out of the 
ruins of the state-supply sys- 
tem 


Mr Nursultan Nazarbayev, 
president of Kazakhstan and 
among the most powerful of 
the Soviet Union's 15 republi- 
can presidents, said: “Eco- 
nomic ties are cut and there is 
no central power, no redistri- 
bution, so our people are suf- 
fering. That's why we have to 
think together and work out a 
strategy.” 

Mr Islam Karimov, the 
Uzbek president: “Each day the 
process grows worse, without 
pause. In the coming winter, [ 
would say the country is 
threatened with hunger.” 

Mr Nazarbayev, in spite of 
his view that the centre was 
powerless, again urged repub- 
lics to sign the union treaty on 
or after August 20. Mr Boris 
Yeltsin, the Russian president, 
said yesterday after meeting 
Russian deputies who 
him to delay signing the treaty 
until it had been discussed in 
its latest form, that the treaty 
“would confirm the indepen- 
dence of Russia.” 
by the state statistical body 
Goskomstat showed that the 
drop in production in July was 
slowed but not halted. Overall 
production fell by 62 per cent 
in the first seven months of 
1991 — the same fall as in the 
first six months. 

Oil production was down 10 
per cent, while coal production 
was 20 per cent down, metal- 
lurgy 12 per cent down and 
engineering products between 
3 and 6 per cent down. A 

The Communist Party daily 
Pravda yesterday revealed 
what has been common Imow- 

in the Soviet Union for 
months - that medicines are 
“in catastrophically short sup- 


ily. 
y It said that spot only are 
pharmacies empty, bu i- 
Psat tee 
cr operations. rs 
warn that unless. medicine is 
received soon, many thousands 
of ill people will die. 

A more vivid report in the 
radical Komsoloskaya Pravda 
provided evidence of what is 
happening now. It said that in 
poorly-supplied Eastern 
Siberia. at least two separate 
incidents nae ee where 
townspeople en Sup 
plies straight off the trains. _ 

In Chita, the regional capi- 
tal, women emptied a tanker 
wagon of sunflower oil into 
jars and pans; while at the vil- 
lage of Priargunsk, the local 
people surrounded a tanker 
wagon of wine until the pro- 
ducer of the wine agreed to dis- 
tribute it among them. 


Portuguese textiles face a ragged future 


Patrick Blum reports on plans for restructuring a fragmented, low-wage industry 


clothing industry is in 

turmoil. As factories 
closed for their summer break, 
employers and trade unionists 
vied with predictions that 
many may not reopen their 
gates in September. The indus- 
try is the country’s biggest 
exporter and employer. 
the Associacao 


P ORTUGAL'S textile and 


members would aoe scial 
security payments and pay- 
ments to state-owned banks 
and public utilities, unless the 
government set up a crisis 
management commission for 
the textile industry within 60 


- The association wants 
urgent. discussions over a 
planned Esc750bn (£2.9bn) 15- 
year programme of modernisa- 
tion for the textile industry for 
which Portugal is hoping ta 
win European Community sup- 


port. 

In the first six months of this 
year, at least 12 companies 
closed with the loss of over 
3,000 jobs, and many more are 
close to with sev- 
oa thousands more jobs at 


Trade unions have warned of 
a possible “collapse” of the tex- 
tile industry unless urgent 
measures are applied. The 
unions are concerned about 


the rising number of factory 
closures and job losses and say 
that thousands of workers are 
not being paid or are being 
paid two or three weeks late. 
In the Braga district alone, a 
trade union study estimates 
that in July companies owed 
Escl9bn in back payments for 
social security and that 2,500 
workers were by wage 


arrears. 

Mr Luis Fernando Mira 
Amaral, the industry and 
energy minister, as 
alarmist claims about a crisis: 
“I have heard people talking of 
a crisis for 25 or 30 years. What 
there is, is a constant restruct- 
uring with companies closing 
down and (new ones) opening.” 

The ent has agreed 
to establish four ministerial 
working groups with employ- 
ers to seek ways to speed, up 


restructuring. 

Portugal's textile and cloth- 
ing industry accounts for 
almost 30 per cent of the coun- 
try’s total exports - roughly 
the same proportion as in 1980 
— but the value of exports has 
doubled from Esc342bn in 1986 
when Portugal joined the Euro- 
pean Community to Escé8sbn 
last year. EC membership, by 
lifting former restraints on 
exports to Community member 
countries, initially benefited 
the industry, but while produc- 
tion expanded, most compa- 
nies - with few excep- 
tions - continued to rely on 





The bulk of 
Portugal’s 2,500 
companies employ 
fewer than 50 
workers each, and 
they lack the 
finance and the 
marketing skills 
needed to adapt to 
increasingly tough 
competition and 
changing demand. 


low wages and increasingly 
outdated manufacturing tech- 


nie industry is highly frag 
f lustry ly ta 
mented despite is geographical 
concentration in the north and 
centre of the country. The bulk 
of Portugal's 2,500 companies 
employ fewer than 50 workers 
each, and they lack the finance 
and the marketing skills 
needed to adapt to increasingly 
tough competition and chang- 
ing demand. 


Producing mainly cheap 
goods Portuguese companies 
face direct competition from 
low-cost Asian producers. The 
fon Ae of ins _ 

re ment which gov- 
erns world trade in textiles and 
clothing has provided a tempo- 


rary respite, but the govern- 
ment’s critics say it will be 
wasted unless something is 
done to support the local 
industry now. 

The recent export growth 
hides the increasingly precari- 
ous financial condition of 
many companies, Even Jarge 
groups such as Coelima, one of 
Portugal's biggest textile 
groups, ha asked for urgent 
bankreptcy, Financial difical 
ties for many companies are 
compounded by punishingly 
high interest rates of 22 per 
cent to 24 per cent. 

Both government and indus- 
try agree that the textiles. 
ind needs restru if 


ustry turing 
it is to survive. This will inevi- 
tably lead to the closure of 
unprofitable companies and 
the. loss of many more jobs. 

Companies are having to 
move up-market with better 
designs and higher quality 
products, but even those that 
have made the transition find 
the going tough as a result of 
the down-turn in demand in 
Europe. The EC takes about 70 
per cent of textile 
exports and another 20 per 
cent go to countries of the 
European Free Trade Associa- 
tion. “There are fewer orders, 
orders are smaller and pay- 
ments are delayed,” says Mr 
Luis de Castro Fernandes, 
managing director of High- 
light, a successful sports ready- 


to-wear manufacturer from 


He says far more time and 
effort has to be put into mar- 
keting and contacts with cus- 
tomers. “We have to adapt and 
adapt fast to the changing mar- 
ket. You need to be flexible. 
Companies with limited pro- 
duction facilities based on vol- 
ume sales at low prices will 
face big problems,” he says. He 
believes companies will have 
to be more directly involved in 
distribution either with the 
creation act peri names or 
through sales out 

It will be a difficult step for 
many. “We need an industrial 
revolution and a complete 
change of attitude in our 
ind) , Alexandre 


lustry, Mr 
Pinheiro, prein t of ane 
association een 
clothing and ready-to-wear 
manufacturers. He says 3 compa. 


ing industry.” He says the 
costs of the modernisation pro- 
gramme which is awaiting 
approval in Brussels should be 
split one third each between 
the government, the EC and 
the companies, with the a 
ernment and the EC i 


Denmark 
approves 
bridge plan 


By Hilary Bames 

in Gopenhagen 

THE Danish parliament 
yesterday voted to a 


However, a delegation of 
senior civil servants went to 
Brussels and convinced the 
Commission that all interested 


parties had had a proper 

chance to air their views. 
Environmentalist organisa- 

tions believe it may affect the 





Group plans first Albanian airline 


ONE OF Albania’s pioneering 
companies, a Franco-Albanian 
joint venture called Adriatiku 
DFS Albania (Groupe ADA), is 
planning to set up the 

state's first airline, Reuter 
reports from Tirana. 

Mr Besnik Shtyla, develop- 
ment manager, said the group 
had bought a second-hand Bra- 
zilian-built Banderainte EM 18- 
seater aircraft to start daily 
flights between Tirana and 
Bari, in Italy. 

is awalting a licence from the 
Albanian authorities before 
starting operations, but has 
already joined the Interna- 


tional Air Transport Associa- 
tion (IATA), he said. 

It also plans to fly to Greece 
and a second aircraft, to be 
delivered next month, will be 
used for domestic flights. 

Groupe ADA, formed last 
October and operating since 
January with a capital of $1m, 
is 50 per cent owned by the 
Albanian state, with two 
French entrepreneurs holding 
the rest. 

The two Frenchmen, who 
had experience of trading with 
Albania under the closed com- 
munist regime which ended 
earlier this year, have invested 
about $5m in the venture, Mr 


Shtyla said. 

The up's main activity is 
operating shops around the 
country which sell clothes and 
cosmetics In exchange for the 
national currency, the lek. 

But, drawing on the experi- 
ence of one of the French part- 
ners in Hong Kong and Brazil, 
it has also opened duty-free 
shops selling goods for hard 
currency in Tirana’s main 
hotel and at Rinas airport. 

Lek revenues are used to pay 
the salaries of the 100-strong 
Albanian staff. Groupe ADA 
also plans to build offices in 
Tirana and to buy Albanian 
goods locally to sell abroad. 


Indian entrepreneur adds 


By Robert Taylor, recently In Tallinn 


IN A cellar in Tallinn’s old 
town square an Estonian-Brit- 
ish joint venture is fighting to 
survive in the face of an indo- 
lent workforce, supply prob- 
Jems, and customers reluctant 
to spend money. 

Opened only five months ago 
the Maharaja restaurant seems 
an unlikely addition to the 
Estonian capital's meagre and 
"Serving @ fae of high ga 

@ range qual- 
ity Indian cuisine, however, it 
is already rated by many west- 
ern visitors as one of the best 
restaurants to be found any- 
where in the Soviet Union. 
Unlike Soviet establishments it 
seeks to welcome its customers 
and its feed is exquisite with 
tender lamb and chicken, a 
heavenly raita and nan baked 
on the premises. 

The Maharaja is the idea of 
Indian entrepreneur Iddhar- 
than Bose, who has been sell- 
ing computers and software to 
the Soviet Union since the 


early 1980s. A fluent Russian 
speaker, with a doctorate from 
Moscow University and a regu- 
jar traveller in the Soviet 
Union, he runs bis own com- 
pany, Perfect Technologies, 
from an office in Golders Green 
Road, London. 
He was encouraged to start 
up the restaurant in Tallinn in 
co-operation mainly with the 
Indian-based Malhotra group 
and several Estonian organisa- 
tions, including a clothes com- 
pany. The western side of the 


European Diary 


operation owns 40 per cent of | 


the joint venture. 

Mr Bose had originally calcu- 
lated the western contribution 
to the venture at $50,000. In the 
event, the western partners 
had to find $160,000 (£95,000) 
and the Estonians Rbs500,000 
{£165,000 at the commercial 
rate of exchange) to convert 
what was literally an under- 
ground waste disposal dump. 

“You have to run and strug- 
gie all the time’, admits Says 





Sanjay Walia, who directs 
operations and who used to 
Tau 2 restaurant for the Malho- 
tra group in New York. 

The kitchen is manned by 
three chefs brought in from 
India while service is provided 
by Estonians, “We trained the 
locals for three months.” says 
Mr Walia. And the 34 staff 


The group is moving into 
tourism, building a restaurant 
in the southern resort of Sar- 
ande, and plans to start an eco- 
nomic magazine in a joint ven- 
ture with Albanian journalists. 

Its information division acts 
as the Albanian distributor for 
US computer makers IBM and 
Hewlett-Packard. Mr Shtyla 
said Groupe ADA wanted to 
seize the opportunity to be in 
at the start of Albania's eco- 
nomic reforms. “We are taking 
the risk of making a loss for 
several years. We know 
Albania will become like other 
countries: It's a matter of 


Germany raises child 
care leave to 3 years 


By David Goodhart in Bonn 


cee employers | must 
eep a j for 

for a mother, or a father, who 
takes time off to look after a 
child, the German cabinet pro- 


posed yesterday. £ 

It extended the job guarantee 
from the previous two years as 
part of a package of measures 
to improve the financial posi- 
tion of families. 

The state will also pay moth- 
ers, or fathers, the DM600 


“(£205) a month child raising 


money for two years instead of 


the current 18 months. 


ing German col 


° ta- 
tion as reliable . 


iverers. 


spice to the Tallinn diet 


have a hard currency pay 
incentive to encourage hard 


mentality in Tallinn exasper- 
ates the Indian management 
who keep the restaurant open 
seven days a_week for lunch 
and dinner. “They think they 
are doing well so they want to 
relax," Mr Bose says. “We 
always have to make sure an 
Indian manager is here. If they 
were left alone the place would 
fall apart." 

The restaurant has a con- 
stant battle to replenish its 
food stocks. People are 
employed for up to 10 hours a 
day scouring the markets for 
the best meat and vegetables 
for which they have to pay 
over the odds. Spices and other 
ingredients are brought in 
from London or India. The res- 
taurant has sold out of fine 
French and Italian wines at the 
moment and must wait 
patiently for the next supply to 


arrive via Moscow. 

There have also been some 
unforeseen problems stemming 
from the array of taxes and 
duties being levied on the res- 
taurant business. A 10 pet cent 
furmever tax was suddenly 
imposed recently, and 30 per 
cent customs dutles on the 
Maharaja's imported necessi- 
ties adds to the cost burden. 

All the kitchen equipment 
was imported from India. Even 
a designer was drafted in from 
the sub-continent to plan the 
decor of the restaurant. The 
tables, chairs and crockery 
were made locally but to 
Ind ‘Sicati 


The Maharaja is open in the 
evening only to hard currency 
customers, but at lunchtime it 
takes roubles. Mr Bose admits 
many Estonjans feel they hava 


more ing uses for what 
American dollars, Finmarks or 
Swedish krona they can get 


their hands on than to spend 
them in a restaurant. As a 


result the Maharaja's clientele 
is mainly limited to western 
visitors or local VIPs. After all, 
lunch for three nearly costs as 
much as a average worker's 
monthly wage in Tallinn. 
“We're not meeting the inter- 
est on our loans at the 
moment,” says Mr Bose. And 
me beget et eoalg & 
ers are ing a 
profit within the next two 
Years, making money in 
Estonia is never likely to be 
easy. . 
Mr Bose is convinced that 
the biggest contribution that 


western entrepreneurs like 
him can make to the develop- 


argues. Mr Walia agrees. “It 

the attitude of mind here that 
is the real trouble. People have 
lost the will to work. The old 
Soy iled to encour- 
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Chrysler plans drive to 
export vehicles to UK 


By Kevin Done, Motor industry Correspondent 


CHRYSLER, the US car maker, 
is exporting vehicles 
to. the UK from North America 
next year as of its 
international son, 

It is expected later this 
month to appoint TKM Auto- 
motive, the UK vehicle distrib- 
utor and retailer, as its UK 
importer. 

_Chrysler, the smallest of the 
big teers aa makers, is 
planning initially to produce 
Yight-hand drive models of its 
Jeep Cherokee four wheel 
drive leisure/utility vehicle 
range for export from the US in, 
Jate 1992. 

It will become the first US- 
owned car company to mass 
produce right-hand drive 
vehicles for export out of 
North America. The company 
said it was considering all the 
world-wide right-hand drive 
markets Including the UK, 
Japan, Australia and New Zea- 


__TKM Automotive is a subsid- 
iary of Brierley Investments, 
the New Zealand investment 
and trading group. It already 
holds the import concessions 
for Ferrari, Daihatsu and Lada 
in | i UK and has interests in 
importer operations for 
Mazda and Proton. 
Chrysler forecasts that the 
European market for four 





Joseph Cappy: 
enter high totum = 


wheel drive leisure/utility 
from 


yehicles will grow around 
100.000 in 1985 to 395,000 by 


Several rivals are also enter- 
ing this segment of the Euro- 
pean market including General 
Motors (Opel/Vauxhall) and 
Ford. ‘but with vehicles built in 


pe. 

In contrast with Ford and 
General Motors, Chrysler has 
only limited foreign operations. 
Its return to the European 
market follows its ignominious 
withdrawal at the end of the 
1970s, when it was forced by 


the threat of imminent finan- 

cial collapse’ to sell” ts Bure 
ions 

pean operat geot 


In 1988 Chrysler began build- 
ing up a European distribution 
network for its North Ameri- 
can vehicles and its planned 
entry into the UK market is 


part of this ‘ion. 
By the end of 1961 it plans to 


have 1,061 dealers in place in 
Europe — excluding the later 
move into the UK —- compared 
with 801 in 1989. Its biggest 
presence is in France with 270 
dealers, followed by Italy with 
194, Germany, 175 and Switzer- 
jand with 78. 

According to Mr Joseph 
Cappy, Chrysler vice president 
for international operations, 
the company does not yet have 
any plans to enter 4 high vol- 
ume segment of the European 
car market, 

It is concentrating on niche 
segments such as four wheel 
drive leisure/utility vehicles 
With its Jeep range, and mini- 
vans, seven- to eight-seat high 
En layed cars such es its 

« Voyager, wi it is 
the market leader In the US. 

Chrysler forecasts that the 
minivan segment in Europe 
could grow from 34,000 in 1985 
to more than 500,000 by the 
year 2000. 





Caribbean states reduce number 
of projects to be funded by EC 


By Canute James in Kingston 


significantly 
reduced the number of projects 
they want funded by the EC 
under the fourth Lomé Con- 
vention, but are still unhappy 
at the amount of money ailo- 
cated to the region. 

At a two-day meeting in Bar- 
bados, government ministers 
from 15 countries reduced their 
funding requirements under 
the Lomé Convention from 


ted. 
The Caribbean states have 





Public works a Herculean 
task for Athens politicians 


Kerin Hope on Greek infrastructure projects 
previously buried by political procrastination 


OWEVER unenviable 
digging the Athens 
streets in August 
might be, the unfortunate 
workmen who are currently 
toiling in the Greek sun can at 


thing: their task looks set to 
become a landmark in the 
shifting world of Greek poli: 


ing the water supply, was 
launched more than a decade 
ago amid a blaze of publicity. 
Then it faded from view, 
except at election times. 

Until very recently, 
short-term political concerns 
seemed to override all other 





Until very recently, 
short-term political 
concerns in Greece 
seemed to override all 
other factors that 
affected public 
procurements. 





factors affecting public pro- 
curements. As a result, ambi- 
plans announced by poli- 


get 
feasibility study 2 
government sur ed priorities 
or cut the state as 
udget. A change vern- 
ane or a cabinet reshufile, 
would freeze important con- 
a the. new minister 

own team 

cvises to review them. Under 
the best of circumstances, Jong 
delays were le, 

“Taki on a project in 
is always difficult 
because of constraints in fand- 
ing and the sudden swings in 
policy. You must take a 
long-term view and cultivate 
patience,” says a foreign 

tant 


t. 

The socialists a 
came to power in the 
1980s, led by Mr Andreas 
Papandreon, took this practice 
one stage further by cancel- 
ling, on ideological grounds, 
the main public works projects 
planned by their right-wing 


rs. 
Limited government funds 





been asking for a significant 
increase in the allocation from 
the EC, on grounds that the 
Caribbean group of the ACP 
has expanded recently. 

The recent admission of 
Haiti and the Dominican 
Republic to the ACP has tri- 
pled the population of the 
Caribbean group to 18m people. 
Allocations from the EC must 
take account of this, the region 


“So far the gap between proj- 
ect requests and funds evail. 
able has been considerably nar- 


rowed,” said Mr George Brizan, 
Grenada's finance minister, 





should be spent on providing 
better health care and pen- 
: oe before a fe 
years a few pro- 
jects were revived, mostly for 
environmental reasons. 

So it comes as a huge sur- 
prise to Athenians that the 
Dr290bn (£900m) natural gas 
Project, which was enthusiasti- 
cally adopted by a socialist 
zeal, should be making visible 
progress under a conservative 


None the less, construction 
of the pipeline is expected to 
ron almost a year behind 
schedule, following delays in 
starting an environmental 
impact survey, which may 
entail archaeological excava- 
tions somewhere along the 
route. : 

Continuity was also evident 
in the award in June of a 
Dr250bn contract for the under- 
ground extension — a project 
first studied almost 40 years 
ago - to a German-led interna 
tional consortium, under a 
revised version of a tender pre- 
pared by the socialist govern- 
ment, 

In fact, the prospect of fresh 
funding stimulated the revival 
of both projects. They are now 
included in the European Com- 


tribution. 

But the timetable — 
there is no longer any room for 
are extremely tight if we are to 
absorb all the EC money. We 
lost valuable time in the past. 
‘We can't afford any more inde- 


“It's above what the EC has 
allocated, but I don’t think 
there is much point in trying 
Go Ge dorm at: this ety, he 


At their annua} summit Jast 
month, Caribbean Community 
leaders said the allocation for 
the region under the Fourth 
Lomé Convention did not take 
account of the expansion of the 


group. 

Some delegates argued that 
although this was about $17m 
more than was allocated under 
the previous Lomé pact, the 
region was effectively getting 


cision,” says Mr Aristides Tsi- 
plakos, the Economy 
undersecretary in charge of E 
disbursements. 

The detays have already 
taken their toll, as the embar- 

failure of Greece's bid 

to stage the 1996 Olympic 
Games in Athens demon- 
strated. It was not due to 
shortage of sports installations: 
the city’s chances were scup- 
pered by a glaring absence of 
highways, mass transport facil- 
ities and up-to-date telecommu- 


nications, : 
Athens still faces the grim 

Prospect of running out of 

water because successive 


is speeding up tender prace- 
dures for building a dam 
across the Evinos river, 200 km 





Athens may run out 


of EC 

government appointed Salo- 
mon Brothers as financial 
adviser to seek bids from inter- 
national construction groups 
on a build-operate-transfer 
basis. 


The project leader selected 
would be asked to set up an 
international consortium to 
finance and build a runway 
and terminal with capacity to 
handle 20m rs annu- 
ally. They could also have the 
option on extending it later at 
a later date - although in light 
of the problems that still dog 
Greek public work projects in 
the present, how attractive the 
future options would be 
remains to be seen. . 


Mosbacher | Australia criticises US on wheat 


may demand 
fisheries 
sanctions 


By Nancy Dunne in 
Washington 


MR Robert Mosbacher, the US 
coiimerce secretary, may ask 
for sanctions against Taiwan 
and South Korea for violating 
ee nen its by allow- 

4 net fishing, 

“This blatant violation 
our driftnet agreements by 
both Taiwan and the Republic 
of Korea is intolerable and 
cannot be ignored,” he said. 
“It is clear we must impress 
upon Taiwan and the Republic 
of Korea our seriousness 
regarding illegal driftnet fish- 
ing operations. 

Under US law, the commerce 
secretary may now ask Presi- 
dent Bush to restrict the 
import of all seafood 
from the two countries. 

Under the terms of the bilat- 
eral pacts, all drifmet vessels 
from South Korea and Taiwan 
are required to carry satellite 
transmitters which allow the 
US National Oceanic and 
Atmospheric Administration 
(NOAA) and the US Coast 
Guard to monitor the positions 
of the driftnet vessels in the 
Pacific. This is to ensure that 
they are operating in legal 
fishing zones. 

According to the Commerce 
Department, special agents 
from NOAA and the US Coast 
Guard examined data gener- 
ated from satellite tracking 
systems and found that at 
least 21 vessels from Taiwan 
and 17 from South Korea were 
fishing with large driftnets in 
an area 75 nautical miles 
north of the boundary i 


Speci- 
fied under the bilatera) drift- 
net agreements. 

The department said a Tai- 
wanese enforcement vesse) 
was sighted near the illegal 
operations but reportedly took 
no action to stop them. 


Privatisation will 


By Kevin Brown in Sydney 


AN assurance by President George Bush 
that the US would avoid selling subsidised 
wheat to traditional Australian markets 
contained “too many loopholes,” Mr Simon 

primary industries minister, said 


i 


yesterday. 

In Washington, US and Australian offi- 
cials were y holding consultations. 
in which the US was expected to lay the 
blame in this row on the European Com- 
munity and its exportable wheat surplus 
and subsidised exports. 


cussions, Mr Crean said Australia 
accepted that Mr Bush had intended to 
avoid friction between the two countries 


over wheat sales. However, Mr Crean said 
the integrity of the president's assurance 
was being subverted by US officials under 
pressure from American farmers, whose 
mes have suffered because of falling 
world wheat prices. 
+ auerralian eras claim sales under 
Export incement Programme 
(EEP), will cost them up to ASlbn (£462m) 
in lost sales this year, and could have 
severe long-term effects on Australia's 
global market share. 

Significant sales under EEP have been 
made this year to Yemen, Algeria, China 
and Kuwait, all regarded by Australian 
farmers as part of their traditional trading 
area. 


So far, the government has rejected calls 
for retaliatory action, such as the closure 
of US military bases, and supported the US 
argument that EEP sales are intended to 


force the EC to reduce export subsidies. 

However, pressure for action against the 
US intensified yesterday when the Austra- 
lian Senate called on the US ta “minimise 
damage to non-subsidising exporters such 
as Australia.” 

Mr Crean warned farmers that Austra- 
lia’s relatively small economy ruled out 
any attempt to match foreign subsidies. “A 
subsidy war is a war we cannot win. We 
catinot match the resources of the US and 
the EC.” he said. 

@ The Australian Wheat Board claimed 
Louis Dreyfus, the French commodity 
trading house, was attempting to sell 
24,000 tonnes of heavily subsidised Sandi 
Arabian wheat to New Zealand, a 
long-term Australian customer. Mr Clinton 
Condon, wheat board chairman, said Saudi 
subsidies were up to US$800 a tonne 
— around ten times current world prices. 





Chinese trade delegation to visit US 


urday for four days of talks to 
cool tempers frayed by Bei- 
jing’s mounting trade surplus 
and its patchy record on copy- 
right protection, a senior Chi- 
nese official said in a newspa- 
per report yesterday, Reuter 
from Beijing. 

“China is taking steps to 
increase the transparency of 
its foreign trade policies and 
regulations,” Sun Zhenyu, 
director of American and Gcea- 
nian Affairs at the Ministry of 
Foreign Economic Relations 
and Trade, told the official 
China Daily. 

‘The team is led by Tong Zhi- 
guang, vice minister of foreign 
trade, and includes diplomats 
and officials from China's cus- 
toms, patent and copyright 
offices. 


China's ties with the US, 
strained by Beijing's bloody 
1989 crackdown on 


pro-democ- 

racy protests, have been fur- 

ther shaken by a rancorous 
dispute over trade issues. 

In 1990, China enjoved its 

first overall trade surplus since 


1953. Its surplus with the US 
alone was more than $10bn 
($5.9bn), US statistics showed. 
Washington fears this could 
rise to over $15bn this year. 
The surplus figured promi- 
nently in the US congressional 


trade dispute . 

“We understand that 
Sino-US trade is of great con- 
cern to the US Congress and 
government,” Sun said, “We 
welcome such an opportunity 
to make bilateral consultations 





China’s ties with the US, strained by Beijing’s 
bloody 1989 crackdown on pro-democracy 
protests, have been further shaken 

by a rancorous dispute over trade issues. 


debate this year over extending 
China's Most Favoured Nation 
{MFN) trade status, which 
gives the lowest possible tariffs 
to Chinese exports. 

Last month, the US House of 
Representatives and Senate 
voted to impose conditions on 
China to be met before MFN 
was renewed for 1992, includ- 
ang improvements in human 


A final version of the bill has 
not been sent to President 
George Bush, who has prom- 
ised to veto the legislation. 

China is growing 
increasingly worried about the 


and we hope something posi- 
tive will come out of the meet- 


ing. 

He added: “We have stopped 
the downward trend of our 
imports from the US, which 
dropped 16 per cent in 1990.” 
Chinese customs figures 
showed US imports rose 6.2 per 
cent in the first half of 1991 
compared with the same 1990 
period, he said. 

China was trying to improve 
protection of copyrights, 
patents and other intellectual 
property rights issues, Sun 
said. Beijing enacted its first 
copyright law this year. 


SE Ub 
PUA Na 
CE LST 


To secure the future of its undertaking, The Tees and Hartlepool Port Authority 
(“the Authority”) hereby gives notice that it proposes to take advantage of the 
provisions of the new Ports Act 1991 to transfer its undertaking into the private sector 
at the earliest opportunity. In accordance with the provisions of the Ports Act 1991, 


be achieved by the transfer 


“China is striving to further 
improve the protection, and 
there is no doubt about such a 
strong determination,” he said. 

The Chinese team was expec- 
ted to lobby hard for US sup- 
port for Beijing’s bid to enter 
the General Agreement on Tar- 
iffs and Trade. China's entry to 
the world trade body has been 
stalled by doubts whether Bei- 
jing can live up to the Gatt’s 
free-market ideals. 

While warning that “we can- 

not solve all the problems over- 
night,” Sun called on Washing- 
ton to revive a joint trade 
commission suspended after 
the 1989 crackdown. This 
would “pave the way for the 
real normalisation of the bilat- 
eral trade relationship and for 
work on long-term trade pro- 
grammes,” he said. 
@ The Civil Aviation Adminis- 
tration of China (CAAC) will 
sign an $800m agreement with 
Boeing to buy 13 of its 757 air- 
craft. A spokesman for Boeing 
China said the signing cere- 
mony with China Aviation 
Supplies Corp, purchasing arm 
of CAAC, was due last night. 









of the Authority's undertaking 


to a successor company, the shares in which will then be sold by a process of 
competitive bidding. 
The Authority is prepared to consider financially competitive offers from parties who can satisfy 
the privatisation objectives which it has agreed with H M Government, as follows: 
@ to have particular regard to the desirability of encouraging the disposal to managers and staff 


of the whole or a substantial part of the equity share capital of its privatised undertaking 
to seek the best open market price consistent with its other objectives 
to ensure that after privatisation the undertaking should 
continue to operate in ways which are beneficial to the 
local economy, and in particular to ensure: 
@@ the maintenance of a viable competitive 

port operation 
@@ the maintenance of the port as a separate 


entity with day-to-day management and 
control located in Teesside 


@@ that proposals for the use of its undertaking's 
assets are for the development of the port 
business or for the promotion of develop- 
ments which are locally beneficial 

Interested parties should apply now for further information by registering 

their interest, in writing and no later than Tuesday 27 August 1991, with 


Norman Seddon or Simon Walker of the Authority's advisers, KPMG 


Peat Marwick McLintock, 1 The Embankment, Neville Street, Leeds 
LS1t 4DW. Telefax 0532 313200. Principals only should apply. 


ff 
iss & Hartlepool Port Authority 


KPMG Peat Marwick MeLintock is authorised by the Institute of Chartered 
Accountants in England and Wales to carry on investment business. 


bub! Peat Marwick 
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N THE often merciless 
[ieee East bazaar, 
SW. nothing 
aan, aps are 
For the past two decades, 
Israel has been at the centre of 
Many of these transactions 
even as it insisted that "t 
would not do business with 
arOres 


Mr David Tal, a terrorism 
expert at the Jaffee Strategic 
Studies Centre in Tel Aviv, 
explained that in a small 
country such as Israel, the 
plight of hostages weighs 
Particnlarly heavily with 

Israeli leaders who feel under 





perhaps greater pressure than 
their western counterparts to 
secure the release of their 
nationals from captivity. 
“In a he said, “the 
ip 


victims. 
If you send someone to the 
battle-field, you have to secure 
his return at any price.” 
Thus, in the past 20 years, 
Israel has exchanged 
thousands of Arab prisoners 
for a handfa) of Israelis who 
had fallen into enemy hands. 


Not ali these ieny have won 
favour 

In the Jast big prison release 
in 1985, there was a chorus of 
criticism over the freeing of 
convicted Palestinian 
m 


Mr Tai said that on this 
occasion the authorities were 
likely to be more careful im 
selecting those who they 
Telease, making sure that 
individuals convicted of 
Serious crimes are not among 
those 


freed. 
“The Israeli postition will be 
tougher,” he observed. “1 don't 
think Israel will release 


South Korea plans £34bn 
boost for farm spending 


By John Ridding in Seoul 


PRESIDENT Roh Tae Woo 
yesterday promised huge 
investment in South Korea's 
farm sector to protect it from 
the competitive impact of mar- 
ket-opening measures. 

He said the government 
would invest Won42,000bn 
({£33.7bn) over the next ten 
years in a comprehensive 
development of the country’s 
agricultural and fisheries 
industries. 

“We must nurture our agri- 
cultural industry and make it 
competitive through a restruct- 
ee ee tas aoe in a 
speec anni- 
versary of the National Agri- 
cultural Co-operative Federa- 
tion, a powerful lobby group 
which represents farmers’ 

interests. 


The federation has opposed 
government plans to liberalise 
South Korea's agricultural 
markets. It has been particu- 
larly strident in to 
the opening of the highly pro- 
tected rice market as 
demanded by the US. 

An official at the ministry of 
agriculture said that govern- 


ment's reform measures are 
necessary to minimise the 
damage which would result 
from market liberalisation pro- 
posals —— ae the Uru- 
guay Round negotia- 
tons. He said the government 
would invest Won35,500bn in 


upgrad- 
ing the distribution system for 
agricultural products and bet- 
ter equipment in the process- 
ing industry. 


Roh Tae Woo 
seeks to mitigate 
effects of market 
liberalisation 





it will also spend 
Won6,200hn on, improving liv- 
ing standards for young farm- 
ers and expanding training 


Prthe government will grant 


loans of up to Won50m a year 
to each of 10,000 young farmers 


set to inherit farmlands. 
The loans, of up to 20 
years, will carry low interest 


“Overall, the government 
forecast that annual income 
per farm household would dou- 
Be to Won22m won in 2001 
from Wonllm in 1990, while 
the the number of people 
employed in fishing a and farm- 
ing is expected to fall to 
between 3m and 4m from 6.7m. 


ste directly with those nations 


burden for farmers and the 

The president's comments 
coincided with a pledge by 
Korea and Japan to co-operate 
on the sensitive issue of open- 
ing rice markets. In Seoul the 
two sides the issue should be 
approached from the viewpoint 
of food security. 





INTERNATIONAL NEWS 


Israel deals with ‘terrorists’ to get its citizens home 


Tony Walker reports on the pressures on politicians over the handful of Israeli soldiers held in Lebanon 


terrorists with blood on their 


Israel will find itself 
treading a_ fine line, 
nevertheless, in its efforts to 


hostage 5 
“fair trade” for their 10 
western and perhaps two 
Israeli hostages, plus a 
remains of several 
dinang the seve iraelis sted 
1971, 


as missing. 
@ Early Israel 
a 


Lebanese border on New 
Year’s Eve 1970. Mr Bijazi had 
been ape to life in 
prison for terrorist activities. 
@ March 1979, 
76 P. 
including 
murderers, 


Israel 


convicted 


Front for the Liberate of 
Command, 


Palestine-General 

led by Ahmed Jibril. 

@ November 1988, Mr Arafat 
released six Israeli soldiers 
captured in the 1982 invasion 
of Lebanon for 4,600 
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Palestinian and Lebanese the 
detainees from the Lebanon 

war. Israel also returned PLO 
archives seized from Beirut in 
1982 ... after copying them. 
@ May 1985, two Israeli 
soldiers held by the PFLP-GC 
were exchanged for 1,150 

, a number of whont 


e 


detainees, an 
had been convicted of serious for i 
terrorist acts. 


The resulting outery almost 


certainly obliged Israel to As 


approach new hostage deals “Israel wanted 2 


with much greater caution. nega 


But a sign of the Israeli 
government’s continuing 
terest 


in doing business in of the 


Biot police fired teargas in Seoul yesterday as students hurled firebombs in a protest demanding Korean unification 








Rivals consider 
peace plan for 
black townships 


OFFICIALS from South 

sat down fur talks yesterday 80 
for 

try to end the present political 

violence, Reuter reports from 


Johannesburg. 
The talks will be the first 


politi 

Tity forces, the identification of 

socio-economic problems and 

the implementation of a moni- 
force. 


intimidation which reformist 
President F.W de Klerk pro- 
posed last June. 

It is believed that broad 
agreement has already been 
reached on codes of conduct 
for ‘security forces and political 


parties. 

Copies of the proposed 
accord have been forwarded to 
other smaller parties less 
imvolved in the township car- 


government’s puppet. 

ie township violence 
reached epidemic proportions 
between April and June this 
year, prompting the ANC to 
pull out of democracy talks 
with the government until de 


initia- 
tive after the ANC and its 
allies failed to attend a govern- 
ment-convened peace summit 
in May. 


Four charged 
in Itoman 


scandal 


eee roes have charged 
maain suspects in Japan's 
Ieaae co: ‘ate scandal, 


which involves large-scale 
embezzlement and d art 


Tokyo. 

Mr ———- Kawamura, 
of Ttoman, an 

Osaka: ased trading house, 
was formally charged with 
cuibesslement- Prosecntors 
also cl Mr Kawamura 
and Mr 2 Takagaki, Ito- 
man's former vice president, 
with violating the commercial 
cme by endangering their 


developer and former Itoman 
board member and Mr Ho 
Yung Chung, an Osaka busi- 
nessman, were indicted on 
charges of 

trust. Prosecutors accused Mr 
Rawanenrt: with megs 
gally purchasing almost 8.3m 
Ttoman shares over a one-year 
period beginning in December 


The other two men are 
alleged to have sold 219 paint- 
ings to Itoman for Y65.7bn 
($410m). itoman, sai said it lost 
tne ein the deals because 

e tings were overpriced. 

The indictments are the lat- 
est development in a series of 
scandals that have rocked 
Japan's financial community. 


UK plans for world-wide disaster relief 


By Michael Holman, Africa Editor 


A PLAN to ensure Britain's 
fast and effective response to 


-disasters aronnd the workd was 


announced yesterday by Mrs 


cae ee the overseas 
development minister. 
For the first time, the Over- 


seas Development Administra- 
tion (ODA) will be able to 
Dana Ped area 
ased on a rapid on-the-spa' 
assessment of need, close co-or- 
dination with non-governmen- 


The ODA already maintains 
a stock of basic emergency 
supplies for immediate des- 
patch to disaster areas. The 
plan a new measures ete 
ensure raj procurement 

ol vt aid een 
jan 
continue to be “the core ele 


a long erm nature, such as the 
Horn of Africa,” she added. 





Vanuatu heads towards crisis 


By Kevin Brown in Sydney 


THE PACIFIC island state of 
Vanuatu was heading towards 
a political crisis yesterday after 
Father Walter Lini, the prime 
minister, tried to ban critics 
from broadcasting on the 
national radio station. 

The move came shortly after 
he sacked three  Einisters, 
whom he accused of disloyalty 
to the government. Last month 
a group of dissident ministers, 
the former foreign minister, 
were sacked. 
later 

of 


lenge its legality in the island's 





supreme court, which normally 
consists of a Vanuatu judge sit- 
ting with two judges from 
other island states. 

‘The three ministers sacked 


on Tose were accused of 
sapporting Mr Kalpokas. 

Fr Lini claims widespread 
support from members of the 


Probably in October or Novern- 
There were protests from 
yesterday after Fr 


journalists 
Lini instructed Radio Vanuatu 
not to broadcast statements 








1,000 mm calibre cannon, 
which some experts say could 
have fired shelis into Ix Israel. 





| spur economic 
impoverished. ‘Thin 







Singapore: 








Victory for Mr Goh’s Peo: 
‘s Action Party, which hes 
n in power since 1959, is’ ~ 
virtually assured. In September - 
1988, it won 80 of the $1 parlia. 
‘mentary seats. pane 
Mr Goh, who took over from. 
Mr Lee Kuan Yew last Novem. : 





economy in : po OF in. ra 
influx of Soviet Jews, Renters © 


sures needed for Israel to. 
absorb about 300,000 Soviet’.’ 
Jewish immigrants had not 
been implemented because ‘of - 
Mr Shamir's neglect of eco- 
nomic matters. “Every coun: 





try’s prime minister has to | 
show involvement in the econ. _ 
omy and back up his ministers | 
— and this is not the situation 






Malaysian money: : 
Malaysia's central bank, Banik 
Negara, yesterday announced. 
measures to restrict. monetary . 
growth, including an increase. 
in reserve requirements.af  . 
financial institutions, Reuter < 


BRS 


World 
countries, Reuter reports from’ 
Nairobi. 
setae participatory. a 
regimes are good 
ment,” he said at- the ” 
start of a tour of Ken: 
ganda and Tanzania — 





able governments, with yeti 3 







tions open to public scrutiny a 


early wiuction in Matagsscat 
was the only way of. President Der 


jer Ratsiraka and 





ther bloody clashes, fener 


election 
set for 2° 
August 31 : | 





Patti Waldmeir reports on ways in wes local authorities can ensure a supe transter of resources from whites to blacks 


HE BATTLE 


against 
heid is the battle of local 
government,” says Mr Pra- 
veen Gordhan, a community activ- 
ist and member of the African 
National Congress (ANC). For even 
when the first universal franchise 
elections have been held in South 
Africa - when blacks have been 
given a national vote for the first 
time in 350 he ota that noe wil 
not guarani jocracy where i 

matters most, at local level. 

The real test of the new South 
Africa will come in the dorps of the 
Afrikaner ™ (countryside) 
and the shanty cities which sur- 
round metropolitan areas such as 
Johannesburg, Cape Town and Dur- 


ban. 

How will blacks and whites share 
power over residential areas kept 
geographically and administratively 
separate by 40 years of apartheid? 
How will they share a tax base pre- 
viously ee by whites? 
How will they decide, in short, 
whether to re-Hle the swimming 
pool (used mainiy by whites) or 
electrify the squatter huts which 

house indigent blacks? 

eeanon local authorities must 
ensure the rapid transfer of 
resources from white to black; oth- 
erwise, local conflict could jeopard- 
ise talks on a national constitution. 

Towards that end, racially segre- 
gated local councils in several of 
South Africa's citles are preparing 
to merge administrations and tax 
bases. The government has recently 


apart- poblished a a pi fo allow councils to 


ment is agreed at national negotia- 


Hone, some some years hence. 

The black township of Alexandra, 
one of the most anywhere 
in South Africa, lies just out of 
sight of the country’s most luxuri- 
ous white suburbs. In the late 1980s. 
fecanira was used to test Pre- 
‘oria’s policy of “winning hearts 
and minds” through a policy of 
coercion and co-option in black 
townships. Some R120m (£24.7m) 
was earmarked to upgrade Alex- 
andra's appalling and other 
facilities. 

The policy did not work: partly 
because of Alexandra's tradition of 
Well-organised political resistance, 
and the rapid growth of the squat- 
ter population; but also because 
much of the money was misspent 
by black local councillors viewed as 
collaborators by the anti-apartheid 
opposition. 

Now “Alex”. as it is locally 

has liberal 


Fury and Modderfontein, Th 


cils are to provide services such as 
water electricity and refuse collec- 
to the black township. 


“We can provide for Alex a town 
which actually works," says Mr 
Bruce Steward, chairman of the 
a Management Committee, 

hich administers Sandton. “That 
wil be a big hoon.” Black local 
councils in Alexandra and other 
townships were notoriously inept at 
service provision: councillors were 





often poorly educated and corrupt 
— partly because recruitment was 
andaring by the ANC policy” of of 
a jocal councillors - and 
distribution of electricity and other 
services suffered. 
Mr Richard Mdakane of the Alex- 


andra Civic Organisation, the anti- 
apartheid community group which 


Squalid shanty town of Kliptown near Soweto: a culture of non-payment difficult to overcome 


soos a big improvement ottey hove 
a ve 
the skills, the 
money to up 
Proper maintenance ly 
better living conditions,” he 
believes, 


But when it comes to the transfer 
of tax revenues, Mr Steward imme- 






finance (Pretoria has said 
help local authorities which reach 
multi-racial agreements, but has 
not promised specific funds). Mr 
Steward argues that the “user pay” 
must be respected, in Alex 
=. ror ton, with rebates for the 
"For yea years, Alex has not observed 
this principle. Indeed, townships 
throughout South Africa have boy- 
cotted rent, electricity and service 
payments since the mifl-1990s, leav- 
ing arrears of Ri. ae The boy- 
cotts, organised b: 


ti-apartheid 
groups, proved an 
forcin; 


portant tool in 


payments. The current payment 
Yate is around 18 per cent. 

An outbreak of serions violence 
in March certainly impeded 
ments; but there are deeper 
lems. As Mr Nigel Mandy, a 


pay- 


i Sou AVFcans Sart to rn pover daring ate la etd 


goverment expert, puts i ‘thi 


But community petivists: 
sup 












rt will grow once township: 
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What really consti 
_ finanaal strength in today’s 
Insurance marketplace? 


An impeccable balance sheet. 
And profits. 


ifyou’re concerned about the financial strength of your insurance 
organization, here are some questions you should ask. 

Whats the dearest indicator of financial health? 

A balance sheet of impeccable quality, conservatively managed. 
Look at AIG's financial statements. You'll find $10 billion in capital 
funds; $15 billion of general insurance Joss reserves; and $1.4 billion in 
after-tax profits in 1990. 

How i are the designations awarded 
my the rating gence? 

Very important. They provide an impartial, thoroughly researched 
measure of a company’s financial 
strength. AIG holds the highest rat- 
ings awarded by the principal 
agencies. They are a prized asset, 
enabling us to capitalize on business 
opportunities not open to those with- 
out these credentials. 

Are there substantial 

differences in the way 

insurance organizations are 
managed? 

Yes. Take investment and under- 
writing philosophies. In investing, AIG has an insignificant exposure to 
high-yield securities and commercial real estate, which have lately 
caused so many problems for other companies. The overall quality of 


AIG Domestic Bond Portfolio Ratings” — gur assets is excellent, with new cash 
— flow invested primarily in invest- 
ment-grade fixed-income 
securities. 
We also believe underwriting 





“oom a profits are fiindamental to the long term 


stability and health ofa company. Hence, we are committed to meeting 
the needs of the public for insurance products while maintaining strict 
underwriting discipline. 
For years these beliefs 
have produced outstanding 
results. Including a return on 
equity that has consistently 
exceeded the industry 
average by a wide margin. 


What other qualities should | look for? 


A strong commitment to its basic business, a diversified business 
portfolio and global presence. AIG is the nation’s largest underwriter of 
commercial and industrial coverages. We also have an international net- 
work second to none. 

So if you're looking for financial strength, stability and commitment 
for the long term, consider the insurance organization that has demon- 
strated exactly those characteristics for decades. 

Ifyou would like a copy of our anual report, write to American 
International Group, Inc., Dept. A, 70 Pine Street, New York, NY 10270. 


Industry and S&P $00 source: Conning and Co. 





World leaders in insurance and financial services. 
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Insurers warn Ontario |Invasion of land-snatchers hits Brazil 


over public-sector plan 


By Bernard Simon in Toronto 


INSURANCE companies will 
claim compensation of up to 
C$2bn (£1bn) if the Ontario 
government goes ahead with 
its plan for a public-sector car 
insurance scheme, a report by 
the arm of consul- 
tants Coopers & Lybrand esti- 
mates. 


__ The report is the latest salvo 
in a feverish lobbying effort by 
the insurance industry against 
the Ontario scheme, details of 
which are due to be announced 
within the next few months. 

With about 60 per cent of 
Ontario's car insurance busi- 
ness handled by foreign compa- 
nies, the proposed takeover is 
also snowballing into an inter- 
national dispute. The US gov- 
ernment has already expressed 
its concern to the Ontario 
authorities, 

The Coopers & Lybrand 
report, wt was Somtnils- 
sion a Washington legal 
firm acting on behalf of State 
Farm Insurance of the US, esti- 
mates that C$1.3bn will be 
claimed by foreign insurers. 
The six underwriters in 
Ontario include four foreign 





companies - Zurich Insur- 
ance, State Farm, and Britain's 
Royal Insurance and Pilot 
Insurance. Premiums total 
about C$4.1bn a year. 

The compensation estimate 
is based on a multiple of 1.75 
times the book value of the 
companies’ car-insurance busi- 


ness in Ontario. 
Ontario's left-leaning New 
Democratic party under its 


Colombia offers further 
amnesty to guerrillas 


COLOMBIA has offered a new 
amnesty to members of 
left-wing guerrilla groups who 
give up fighting, Reuter 
reports from Bogota. 

A decree issued by the gov- 
ernment said members of guer- 
rilla groups who laid down 
their arms and returned to 
civilian life would receive a 

m for crimes committed 
re July 5 this year, when a 
new constitution had taken 


fect. 

The pardon applies to rebel- 
lion, sedition, conspiracy and 
other crimes committed as a 
guerrilla but excludes atroct- 
in or murders outside com- 


The government has granted 
amnesty to four guerrilla 
groups which have laid down 
their arms in the past 18 
men an apparent attempt b 

an apparent attempt to go 
over the heads of three guer- 
rilla groups still ting, the 
latest decree stated for the first 


time that individual guerrillas 
who gave up their arms could 
appiy for amnesty irrespective 
of the stance of the group to 
which they belonged. 

“The benefits of pardon or 
amnesty will also be granted to 
the person who asks for it, if in 
the view of the national gov- 
ernment he shows his will to 
reincorporate into civilian 
life,” the government decree 
stated. 


A fresh wave of rebel attacks 
plunged peace talks begun in 
June between the government 
and the three remaining rebel 
groups into doubt this week. 

Mr Humberto de la Calle, 
minister for the interior, said 
the government remained 
ready to attend a new round of 
peace talks with the rebels in 
Venezuela on August 26. 


This was di the Idling 
of 14 police officers and sol- 
diers and the bombing of five 
banks by guerrillas in the past 
four days. 


WHO’S THE BEST 
JOURNALIST IN THE 
CITY? 


ANALYSIS 


AW 


DS 


FINANCIAL JOURNALIST 
OF THE YEAR 1991 


Nominations are now 


being accepted for 


Financial Journalist of the Year, to be 
presented at the Analysis Awards 1991 at 


Lloyd's of London 


on 3lst October. 


Nominees should submit a maximum of three 
articles published since October 1990 for 
consideration. The judges will assess entries 
on style of writing, clarity of expression, and 
the ability to convey financial information to 
their readership, whether popular or specialist. 


Award Sponsor — Spectrum Communications 


Nominations to: 


43 Charterhouse 


uare, 


London EC] MGEU. 
Tel: 071 600 1507 


leader Mr Bob Rae made the 
public-sector insurance scheme 
a key plank ot ae ee 
campaign whicl it it to 
Office last ber. It would 
replace a “no-fault” scheme 
which was implemented just 
over a year ago by the previous 
Liberal government in an 
effort to contain litigation by 
aceldent victims and speed up 
payments. 

The government contends 
that a public scheme would 
result in lower premiums. zu 


‘one-stop shopping” whicl 

allow drivers to get their insur- 
ance, vehicle registration and 
annual licence at the same 


Mr Stan Griffin, vice-presi- 
dent of the Insurance Bureau 
of Canada, said yesterday that 
in recent discussions, the gov- 
ernment had still indicated its 
preference for a full takeover, 
similar to that in British 
Columbia in 1975. But it was 
also considering a number of 
hybrid schemes which would 
give a limited role to private 
insurers. 


Protesters 
delay Haiti 
censure vote 


BEMONSTRATIONS and 
threats forced Haiti's parla: 


could vote in a censure debate 
against the government of 
President Jean-Bertrand Aris- 
tide, Reuter reports from Port- 
au-Prince . 

The fledgling parliament 
had called in Prime Minister 
René Preval, an Aristide 

itee, for possible censure 

to some members’ opposi- 

tion to the new government. If 

the motion were to be passed, 

it would mean the appoint- 

ment of a new cabinet needing 
ipproval. 

Mr Aristide, a popular left- 
Jeaning Roman Catholic priest, 
won dential elections in 
December. He has alienated 


many in parliament by 
choosing intellectuals, Catho- 


lics and members of civic 
groups to form his cabinet. 


The landless are taking matters into their own hands, writes Victoria Griffith 


WO weeks in the 

south of Brazil a group 

of 2,000 unemployed 
farm workers decided they had 
had enough. Without a job 
they had little means of eking 
out an existence in the coun- 
tryside. They refused, however, 
to join the thousands who 
migrate every day from Bra- 
zil’s rural areas to its over- 
crowded cities in search of 
work. 

Under cover of dark they 
picked up their hoes and sick- 
Jes and quietly invaded a 
nearby farm. The plantation’s 
owner fled, and the workers 
stated they would not move 
until the government found 
them some land of their own. 

Invasions like these have 
become almost weekly occur- 
ences in Brazil's conflict-ridden 
rural districts. The landless 
say they are furious with the 
government for dragging its 
feet on promised land reform; 
the government, for its part, 
has just refused to negotiate 
with anyone involved with the 
invasions. ; 

During last year’s presiden- 
tial campaign, President Fern- 
ando Collor de Meilo vowed to 
continue land reforms begun in 
the 1970s which allocated thou- 
sands of plots to landless peas- 
ants. The trouble, according to 
the government, is that it has 
Tun out of unproductive gov- 
ernment land to give. 

Mr Antonio Cabrera, minis- 
ter of agriculture, says the gov- 
ernment will soon start “the 
second phase of the pro- 
gramme, which calls for the 
appropriation of non-produc- 
tive land from private owners”. 





pa et ‘control ‘end: the 
's warned there 
Sho longer a place to dump 
rubbish. 


Over the last few years 
Brasilia, the capital, and some 
of the smaller cities in the 
state of Séo Paulo have also 
fallen victim to excessive 
migration. Shanty towns are 

i to spring up in the 
once-wealthy capital; areas 
that were little more than vil- 
lages have become urban cen- 
tres almost overnight. 

Mr Miguel Reis Afonso, a 


According to the minister, 
such drastic measures are nec- 


lawyer who works on behalf of 
the homeless in Sao Paulo, 
says: “The rural workers find 
that when they get to the city, 
they can’t find a job. They 
don’t have the necessary skills 
for urban work, so they end up 
poverty-stricken, and eventu- 
ally turn to crime to survive.” 

To some, the idea of appro- 
priating private property to 


leading land rights activist, 
maintains: “ tries Hike the 
US bad limits on land owner- 
ship during the time of coloni- 
sation. In Brazil, all the land 
belo: to the king until 1850. 

“Many of those who own 
Jand now are descendants of. 
those close to the royal family, 
or bandits who occupied the 
land illegally.” 7 

The 20 largest landowners In 
the country control § per cent 
of total private land 
according to Mr Stedile. Thou- 
sands of acres are held purely 
for speculation, with 46 compa- 
nies controlling another 6 per 
cent of private land. 

Mr Cabrera says the govern- 
ment found land for 103,000 
peasant families last year and 
‘will place another 100,000 fami- 
lies this year. y 

Mr Stedile scoffs at such 
claims. “The Collor govern- 
ment has only given us land 
that we already occupied.” He 
also denounces the govern- 
ment for its attempts to place 


all, that land is not suitable for 


farming. Second, we believe it . 


should be preserved as a 
Mr Cabrera hopes the gov- 
ernment's refusal to negotiate 
with squatters will end the vio- 
lence which has gripped Bra- 
zil's countryside. 7 
If Mr Stedile and other activ- 
ists have their way, though, 
there will be no such respite. 
“We will only succeed by 
force," he says. “As long as the 
government refuses to find a 
solution to the problem, we 
will continue the invasions.” 





Senate sets tough terms for [MF quota increase 
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NORTH AMERICA 


‘The FT proposes to publish this survey 
on 
Oceober 15, 1991. 


‘This survey will be read by 34% of 
CEO's in Europe's largest 2000 
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WREMARKABLE 
WREXHAM 


T's the only way to describe the 
opportunities for business in Wrexham. 
That's why famous international 
companies as diverse as Brother, Kelloggs, 
Sharp, Fisons, Weetabix, Hazelwood 
Foods and Lego have found Wrexham a 


remarkable location. 


Wrexham is remarkable in many ways 


the coupon. 


- excellent geographically; superb range 
of sices; a willing and flexible 


workforce: maximum financial support 
for large and small businesses; and there's 
remarkably atrractive countryside wo. 


WREXHAM : '. 


oe WREMARKABLE ~" 
EVELOPMENT AREA ~_ = 


NAME 
POSITION 
COMPANY 
S% 


: 

me. 
how 
e. 


4 


TELEPHONS 


I 
\ 
I 
i 
{ 
I 
i 
I 
! 
l 
1 
i 
J 
id 





Contact us today to find why you T Fale wo know more about remarkable Ukexham, 
should consider Wrexham. We'll rake 


the strain and make your relocation a 
remarkably smooth move. 

Ask for Bob Dutton, Des Jones 
or Joyce Spaven on 0978 290444 or fax 
us on 0978 290091 - or simply return 


Please send me your Industrial Fact Pack. 


ADDRESS 


Return ro: CHIEF EXECUTIVE OFFICER 
1 THE GUILDHALE, WREXHAM LLII IAY. 


WRGFT 






C go through without US support, 
not go fi without support, 
Soviet membership of the fund can 
be approved on a simple majority 
vote. 


The Mack amendment complicates 
the US Treasury's difficult task in sec- 
uring congressional approval for the 


This has not been helped by recent 
controversy over the large pay crease 
for Mr Michel Camdessus, manag- 
Gosipecied, aud uneepletned, Gectaion 

ani 
to apply for full membership of the fund 
rather than accept the preliminary 
stage of special associate status off 
by the Group of Seven industrial conn- 


to private 


PUBLIC NOTICES 





SELF PROVIDED AND SATELLITE SYSTEMS: 
NOTIFICATION PUBLISHED BY THE SECRETARY OF 
STATE UNDER SECTION 7(7) OF THE 
TELECOMMUNICATIONS ACT 1884 


On 2 August 199] the Secretary of State for Trade and Industry 

two licences under section 7 of the Telecommunications 
Act 1984, entitled “Class Licence for the Running of Self Provided 
Systems” and “Class Licence to Run Telecommunication 
Systems for the Provision of Satellite Telecommunication 
Services". This notice is published in accordance with section 
(7) of the Telecommunications Act to bring these licences to 
the attention of organisations which may wish to take advantage 
of them. 


The Self Provided Systems Class Licence authorises the sell 
provision of telecommunication systems of every description, 
‘subject to two main restrictions: all traffic must be initially sent 
and/or ultimately received by the Licensee, and the Licensee 
may not receive any remuneration in respect of 
telecommunication services provided over the shelf provided 
systems. The Satellite Services Class Licence authorises the 
provision ol a wide range of one and two-way satellite links 
Subject in particular to restrictions on connection to the public 
switched network. 

Further information and copies of these licences are available 
from the Office of Telecommunications (OFTEL), Export House, 
50 Ludgate Hill, London EC4M 7 tel: 071-822 1600, price £4 for 
the Self Provided Systems Class Licence and §3 for the Satellite 
Services Class Licence, inc p&p. Cheques should be made 
payable to the Office of Telecommunications and should 
accompany orders. 


COMPANY NOTICES 


Continental (Bermuda) 
Limited 


US$ 250,000,000 
Floating Rate Notes due 
2006 











Guaranteed by 
Hungarian Foreign 
Trade Bank Ltd 
‘Naxice is hereby given that ze at the 








The FT proposes to 
publish this survey on 
September 24 1991. 

It will be of 
particular interest to 
the {30,000 directors 
and managers in the 
UK who are regular 
FT readers. If you 
want to reach this 
important audience, 

call 
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wie ie anne eae 
authorisation bill, is expected to be 
included next month in the appropria- 
ae ae = 

‘The House has not yet provided any 
money for the IMF. 
The amendment 
economic reform must include the right 


ownership, adher- 
pce to trade an ae eat of 
mantling of central planning and price 


controls. 
The Soviet Union would also have to 
significantly its defence 


reduce 
ing and end economic subsidies, mili- 
tary aid and nuclear power technology 





into the foreign aid 


t demands that Soviet 


ts, and dis- 


spend- 


food sat ae tiations with the Baltics 
nego! ns e 
and republics that choose indepen- 


Senator Mack said the Soviet Union 
“should receive a simple m 
the US; not one dime from the IMF 
until serious economic 


Oy toaeline with 


from 
and democratic 


reforms take ; Dot one dime until 
subsidies to 
one dime until Baltic 
met with talks, not tanks.” 
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Your book published. 
Details: 





Excalibur Press of London, 13 
Knightsbridge Green, 
London, SWIX 7QL. 
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TV franchise 
with £2,000 bid 


By Raymond Snoddy 
CENTRAL Independent 
Television, the UK's second. 
largest. commercial television | ~ y 

7 ‘om ie a by more-than 28 per cant to . 
$m homes, has won back its 
franchise with an annual bid of i 
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it when the ; ies wi have - 
closed on May .15, Central chigher bids need : 
would be-nnopposed.. . a) Mot despalr. : will highly .the ion that & quarter to around 12,000. 
The smaller TVS, ‘the’ ITv. - /Mr Barrie Newton, an experi-.. profitable,”:said Mr Newton, ing revenues could bounce Mr Newton, who has seen 
company. for the south of . enced television ‘analyst with first year or two . after reces- some of the 
Engiand, -w! imew it faced -Bristol-based brokers Rowan may see res’ dividends sion and that there is further ness submitted with bids 
— competion bid ee a enti ag .said -yesterday certain cases”. However,. scope for cost-cutting in com- to the Independent Television 
pag Sancti at cur- thai there could be pe of par- television. Commission, on 
high’ returns, espe- past t could be further job cut 
fad oot ie a : Sates Salter i number. sal oben the 18 to 25 per cent cent actus the cone 
well-founded: Fils assessment is based ‘on * mercial 










wa Nae et a hie” open mes 





subsidies: 1% 


By lan Hamilton Fazey. 


PEUGEOT TALBOT, the UK 
subsidiary of Peugeot, the 
French car was offered 
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DRAFT plans for a co 
overhaul of the way in w! 
the DK’s 3.5m self-employed 
People are taxed were pub- 





Peageat’ T ee were ‘offered Taxation overhaul 
* will simplify system 


‘| By David Waller 


one year on the basis of profits 
earned in the previous year, 
This, according to the Reve- 
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Mr Younger also tried to per- le ti ers to pay the Mr Norman Lamont, chan- 
wade Mr Jean-Paul Parayre, | right amount of tax at the  cellor of the exchequer, said 
president of the parent group, | right time it the inter- y a foreword to the 
it he considered the: argu-.] vention of the Inland Revenue, Revenue's consultative paper 
ments for only two days before | The Revenue said that the that the current tax system for 
iving St; George the go-aheed plans should lead to further the selfemployed was 
‘San Hamilton ‘Fazey, the | imorove the aysters of rea be reformed, for the at 
‘ . the reforms to simplify, unify complicated 
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Orders likely 
to fall in - 
every region 


Manufacturers in nearly all 
regions of Britain expect 
orders to fall over the next 
four months, in a finding that 
adds to the uncertainties 
the timin 


iy. 
British Industry cB and 
taney, only the north of 
England and Northern Ireland 


expect to see a rise in orders 
between now and November, 
while al} the other nine 
regions predict a decline. 

The CBL however: said the 
survey rapginted to “only a 
small further decline” in fac- 


tory orders and output over 
the next few moat, after the 
large decreases in factory pro- 
duction around the end of last 
year. 





Names may sue 
Lloyd’s agency 
eens 50 Lloyd's Hames 
te some prominent fig- 
ures from the British mente 
world ave expected in the next 
few weeks to lodge a sult alleg: 
ing y Lime St 
Tederaniting Oceans: 
agency which placed them on a 
Bomber of loss-making syndi- 


ere the Names — the 
wealthy individuals whose cap- 
jtal backs underwriting at 
Lloyd’s - are former tennis 
stars, Mr Buster Mottram and 
his father, Mr Tony Mottram. 

Also taking action are 40 
Canadian Names, among 
whom are a number of dentists 
from Hamilton, Ontario. 

Although members’ ie arents 
have been named in other legal 
actions by Lloyd's Names 
is the oe ie a members’ 
agency has been specitically 
targetted. Lime Street handles 


the affairs of 442 Names. 





Inquiry into 
Tube fire 


London Underground has 
launched a detailed in 

into a fire on the Central Line 
on Tuesday evening which 


for Seteae bien toe si omer ad 


Investigators will exe examine 
co-ordination with the emer- 


storage container near Bank 
station and spread to electric 
cables, 


Powergen plans 


rail terminal 


PowerGen, the electricity gen- 
erator, plans to build an 
multi-million pound interna. 
tional rail terminal on the site 
of its disused Hams Hall power 
station, the company 
ann 

The plan was formulated 
after British Rail, the state Ean 
network, said in February it 
had identified the 880 acre 
Hams Hall site, which is near 

ill in Warwickshire, cen- 

tral England, as a probable 
ocation” for one of the nine 
Channel tunnel rminals 


tel 
it plans to build around the 
country. 

















UK's bathing 









ters comply with 
Ec standard. The regulatory body announced that 318 of the - 


bathing waters out of 407 met the pollution standards. 


The report, however, was 
ciation 


Gap widens on 
jobless figures 


The gap between registered 
nuemployment and figures 
based on international defini- 


tions of unemployment has 
Sf ‘the last 


four years, according to an 
analysis published by the 
Trades Union Congress ‘ 
In 1987 the difference 
the uem- 
ployed and those defined as 
jobless in the government's 
Labour Force Survey 
80,000. But by 1990 Te had 
grown to 360,000, the TUC 


Registered unemployment 
figures have long been critic- 
ised by tne Toc “a other 





because of changes in defini- 
tion and the application of 
tougher tests for the unem- 
ployed to claim benefit. 
Party plans 
energy tax 


‘The centrist Liberal Democrats 
bave backed the introduction 
of an “energy tax", varied 
according to carbon dioxide 
emissions, as of a shift in 
the ae ‘bur 
income; end 
Sur Simon Hughes, the par- 
ty’s environment spokesman, 
said Liberal Democrats were 
the eran mainstream UK party 
to ly propose a energy 
tax. on the cost of their 
proposals would not be pub- 
lished until the general elec- 
tion but the party’s aim was 
fiscal neutrality. 





Guidelines for 


railway hours 


British Rail is to introduce 

lelines on maximum work- 
ing hours from October 1 amid 
accusations from rail union 
leaders that they could endan- 
ger safety. 

The guidelines result from a 
monitoring of par by Be ee 
loving fie aidden Report into 
the 1988 Clapham 
in south London which exitie 
ised excessive overthne among 
maintenance workers. 

They lay down that none of 
BR’s 130,000 staff should work 
more than 72 hours a week. 


contradicted 
that viruses 


len away from. 
towards resource 


by a Consumers’ Asso- 
that could cause illness are 
beaches. 


the UK's most popular 


Post Office 
targets attacked 


The Post Office Users’ National 
Council (Pounc), the industry's 
Ca tina acs 
ie government imposing 
unrealistic financial targets on 
the Post Office. 
It called on ministers to 
defer the proposed price 
increase due next month and 
urged th the Department of Trade 
and Industry to relax its finan- 
cial targets for the Post Office, 
Mr Tom Corrigan, Pounc 
chairman, said the proposed 
we the total 





Record number 
of A-levels 


A record number of pupils in 
England and Wales have 
gained A-level secondary 
School examinations this year 
but the number sitting exams 
in mathemat science, eco- 
nomics and computing 


At 695,991, the number of 





Report released 
on boat tragedy 


The official report into the 
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Bank that. was ‘enmeshed i in | the fabric of a nation 
Christina Lamb in Islamabad « on how BCCI made high. leva and intimate connections in Pakistan 








are 
Nor is there any 

of BCCTs loans were 

Brojects or schemes whose chief merit 

: were ty their eae connections, In 


insted 


unds in Joans were 


deeared non- performing by Pakis- 
's nationalised banks and financial 


WORLD ROUND-UP 


Egyptian affiliate 
transferred deposits 
» to other branches 


Egyptian 
BOOT oversees, bringing’ the 
overseas, e 
country’s total exposnre to 
nearly $1bn. During the 1980s, 
Bgynt’s Faisal Islamic Bank is 
believed to have lost over 


famking operations i 
e Cay- 


mon Sunday, President 
Mubarak met financial 
visers 






he European Commis- 
sion's plan to ban all 
tobacco advertising, 


except at the point of 
sale, has generated much heat 
and little light. 

But as the proposals are now 
mulled over by four commit- 
tees of the European Partia- 
ment - covering health, con- 
Sumer protection. economic, 
legal, youth culture, sport and 
media affairs ~ one conclusion 
emerges. 

The effects of an advertising 
ban on the commercial 
Operations of the tobacco 
industry can be predicted with 
touch greater certainty than its 
effects on smokers’ habits. 

More evidence is needed to 
Support the basic premise on 
which the proposed ban is 
based - that advertising 
encourages people to begin 
smoking and increases total 
cigarette consumption. 

The evidence against is not 
conclusive; but so far it has 
been more persuasive. 

Brand advertising of the 
kind used by multinational 
tobacco companies has clearly 
not affected overall demand in 
other mature markets. 

Michael Waterson, research 
consultant to the UK Advertis- 
ing Association, says: 
“Between 1978 and 1987, brand 
advertising for beer rose in 
real terms by over 8 per cent. 
In that period beer conswmp- 
tion fell by 14 per cent. 

“In the UK spirits market 
during the same period, adver- 
tising spending rose by over 70 
per cent, yet sales fell by 4 per 
cent. By contrast, in the wine 
market, adspend per litre fell 
by 26 per cent, yet sales soared 
by 65 per cent.” 


MANAGEMENT: Marketing and Advertising 


Smoke gets in 
the EC’s eyes 


Philip Rawstorne explores the effectiveness of a 
proposed all-out ban on tobacco advertising 


Normal brand advertising 
neither attempts to stimulate 
sales of the product type as a 
whole; nor does it target people 
who are not in the market for 
the product, Waterson says. 

Far from providing a con- 
stant stimulant to greater over- 
all consumption, it frequently 
fails in its objective of defend- 
ing or increasing market share. 

The tobacco companies have 
cited the rise in cigarette con- 
sumption in a number of coun- 
tries where advertising bans 
have been introduced as far- 
ther evidence of their failure to 
curb the habit. 

Cigarette sales in Norway 
are now 58 per cent higher 
than they were in 1975 when 
advertising was banned. In the 
Soviet Union and eastern 
Europe, where tobacco adver- 
tising has been virtually non- 
existent, cigarette consumption 
tose 17 per cent between 1975 
and 1989. 

Demographic, economic and 
other factors may have played 
a part in the rise in consump- 
tion in such countries, or in 
the decline in less tightly-re- 
stricted markets such as the 





Cofour coding: the new men from Marlboro 


UK and the Netherlands. But 
that would only confirm that 
the reasons why people start to 
smoke, and continue to do so, 
are more complex than expo- 
sure to advertising. 

“As in many other areas, it 
seems the influence of adver- 
tising on behaviour has been 
vastly overestimated,” Klaus 
Grunert, professor of market- 
ing at the Aarhus School of 
Business, Denmark, concluded 
in a review of research on the 
issue last year by the Interna- 
tional Journal of Advertising. 

Despite these doubts about 
the relationship between 
advertising and cigarette con- 
sumption, the tobacco industry 
recognises that selling ciga- 
rettes in Europe is not going to 
get any easier. 

“We are not opposed to regu- 
lation,” says Paul Maglione, 
European director of communi- 
cations for Philip Morris. “But 
we believe that effective volun- 
tary systems of control are 
operating in Denmark, Ger- 
many, the Netherlands and 

The first to benefit from a 
complete advertising ban in 


the EC, Maglione says, would 
be the state-owned tobacco 
monopolies of France. Italy, 
Spain and . it is aa 
coincidence, the tobacco multi- 
uationals believe, that the gov- 
ernments of these four coun 
tries are leading the moves for 
a clampdown. 7 

“Total bans currently exist, 
for protectionist reasons, in 
those countries vie yates 
monopolies.” says pere, 
chairman of the Confederation 


“A ban on advertising would 
remove the principal means of 
competition between manufac- 
turers.” 

The first effect would be to 
freeze market shares, But only 
a total ban, effectively imple- 
mented, would be likely to 
freeze market shares for any 
length of time. 

Tobacco companies have 
been adept at switching mar- 
keting tactics, After the adver- 
tising ban was introduced in 
Italy, Philip Morris found other 
means of promoting the Marl- 
boro brand —- including the 
use of the brand name for lei- 


sure-wear. Sales of Marlboro 
clothing in Italy amounted to 
Li4bn (£6.4m) in 1989, accord- 
ing to Euromonitor, the mar- 
ket research agency. 

Helped by such means, Marl- 
bore cigarettes have been grad- 
ually eroding Monopolio di 
Stato’s grip on the market. 
Marlboro is now the second 
largest brand and Philip Morris 
products in total have a 40 per 
cent share, 

Other cigarette manufactur- 
ers have employed the same 
tactics. “Sales of clothing, alco- 
hol, motorbikes and holidays 
using prominent cigarette 
brand names are estimated to 
have been worth around L50bn 
{£22.9m) last year," says Euro- 
monitor. 

The EC plan to stop such use 

i brand names is one 
that is most strongly opposed 
by the industry. “It is an 
accepted commercial practice 
to use intellectual property 
assets established in one area 
of activity as a basis for entry 
into a new area," says Lepere. 
“There can be no justification 
in a free market economy to 
deny these legitimate and 
widespread commercial prac- 
tices to tobacco manofactur- 
ers." 

Tt is difficult to see how the 
EC legislators could separate 
Dunhill and Cartier luxury 
goods from Dunhill and Cartier 
cigarettes; or police the televis- 
ing in Europe of a sponsored 
Grand Prix race in Brazil. 

But if cigarette manufactur- 
ers were to be denied such 
marketing methods along with 
other forms of advertising, it 
would become progressively 
difficult not only to maintain 
brand loyalty but to launch 


new products. The tobacco 
industry argues that it would 
be prevented from informing 
consumers about the availabil- 
ity of new low-tar brands, for 
instance, Line extensions such 
as imperial'’s recent launch of 
low-tar JPS Lights in the UK 
would be far more difficult. 
The influence of advertising 
on new product development, 
it claims, is illustrated by the 
contrast between west and east 
Germany before unification. 
The average tar yield of ciga- 
rettes in the west (with adver- 
tising) was 13 mg; in the east 
(without adverts), it was 24 mg. 
Packaging and presentation 
at the paint of sale would be 


afte 
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Tactical flexibility: advertiser adopts the casual approach, but the warning Is unchanged 


the only means of differentiat- 
ing brands under the EC pro- 
posals. Variety of packaging 
design might help to refresh 
brand images; but in the US 
and elsewhere moves have 
already begun to curb attempts 
to attract smokers in this way. 

Direct marketing would 
allow tobacco companies to 
communicate directly, and 
unostentatiously, with its audi- 
ence of smokers. According to 
some marketers, it would be 
just as effective in maintaining 
brand loyalties as media adver- 
tising - and at a fraction of 
the cost. There is some specu- 
lation that UK tobacco compa- 
nies are building consumer 





databases for a move in this 


direction. 
keting pai 
others, the industry says that 


the only way to compete would 
be by price. 
The of a discount 


war, in which the consumer is 
offered cheaper and cheaper 
cigarettes, can be no more 
appealing to the anti-smoking 
movement than to the tobacco 


of 
articles on the impact of EC 


directives on the advertising 
industry. Previous articles 

on June 20, 27 and 
August 1. 


Why Marlboro has warmed to the colour red 


ou are strolling down a 

German high street 

minding your own 
business when two men 
dressed from head to foot in 
bright red suddenly appear. 
They wear red shoes, suits, 
and bowler hats and move and 
speak slowly, if at all. No, they 
are not lunatics or exhibition- 
ists. They simply work for 
Marlboro, the big US cigarette 


rette’s distinctive Nip-to; 
Morris Gubi, 


packets. 

the Munich-based German 
operation of the US group 
which owns Marlboro, seems 
to have been somewhat sur- 
prised, however, by some of 


the implications drawn from 
the programme, which is con- 
fined to Germany. 

The company bristles at sug- 
gestions that this can in any 
way be regarded as a replace- 
ment, actnal or planned, for 
its traditional advertising 
campaigns in the face of EC 
proposals to ban most ciga- 
rette advertising. In Germany, 
the cowboy advertising cam- 
paign is still permitted ~ 

in the UK, where it has 
fallen victim ta a volantary 
code, Italy, and Portugal ~ 
and is unaffected by the latest 
promotion. 4 The ee 
campaign, featuring bone-jar- 
ring jeep and motorcycle Tides 
tugged, breathtaking 
American landscapes, is also 
popular on German cinema 
screens. 


The “Marlboro is Red” 
scheme was dreamed up by 
TBWA/Holmes Knight Ritchie, 
a London agency. The makers 
of Marlboro, by far the mast 
popular cigarette in west Ger- 
many, have also taken the pro- 
motion into the discotheques 
where special performances 
are organised and guests who 


of red clothing 

rides round the town in Amer- 
ican stretched limousines, 
complete with drinks aud 


The promotional campaign 
is conceutrated on west Ger- 
many, although the Berlin 
disco night happened to be in 
the city's east where the fash- 
ionable Tresor (vault) estab- 
lishment is located in an ald 
bank building near what used 


to be the border. The other 
cities receiving the attention 
of Marlboro's 40 red men are 
Munich, Frankfurt, Dissel- 
fort, Cologne, Hamburg, and 


tigart. 

“You have to think of some- 
thing special to get people's 
attention these days,” says 
Udo Wolff, Philip Morris's 
German and European man- 
ager for governmental rela- 
tions. The promotion is sup- 
ported by advertisements in 
style magazines and local pub- 
lications. These show a bright 
Ted inside a white 
boarder. Underneath are the 
words: “Mariboro is Red. Red 
ig Marlboro”, The two sen- 
cabin af e Cpe pc 
emblem - 
ets. “We wanted to make Marl- 
boro and the colour red a 


talking point,” adds Wolff. 
The breathless language of 
the company’s own press 
material makes that clear. 
“Red is warmth and energy. 
Red is impulsive, eliminates 
the inessential, concentrates 
on reality — life. Red stands 
ess, . and 
change." Clearly, Marlboro 
has no objection to having 
these powerfal claims for the 
colour linked to ctgarette 


smoking. 
It goes farther. “Mobile, 
urban art forms, happenings, 
and events baild a complete! 

new area of ¢: trout 


Marlboro, it certainty is. 

well-known Marlboro packet 
design dates from the 1950s 
when red was the classic 


advertising colour. Black was 
the colour of the 1980s, Marl- 
boro says. In the 1990s, bright 
colours are coming back. 
Whether or not Mariboro 
repeats its seven-city pro- 
gramme of red men popping 
up to surprise, alarm, or 
delight, the jaded general pub- 
lic in the lethargic summer 
months will no doubt depend 
on how sales react, But what- 
ever Marlboro does with the 


Andrew Fisher 
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Computer 
boards bus 
in London 


n the Citizen's Charter, 

announced last month, 

British prime minister 
John Major outlined plans for 
the deregulation of London 
Buses. Those few lines present 
an enormous technical chal- 
lenge for the bus company, 
which carries 3m _ people 
around London every day. 

The problem is how to pro- 
vide the computer support 
needed today by its 13 divi- 
sions and yet manage the 
change in requirements so that 
they will be able to compete 
effectively in future. Its solu- 
tion has been to award a three- 
year contract to computer ser- 
vices company Hoskyns to run 
the support system. 

The task for Hoskyns is to 
support a network of 60 HP2000 
minicomputers - the largest 
network of remotely-managed 
Hewlett-Packard computers in 
Europe - which are spread 
around the London region. 
Each operating company 
within London Buses - 11 of 
those run the actual bus ser- 
vices on the 495 London routes 
— Tuns its own computer sys- 
tem, using standard hardware 
and software supplied in the 
past by the central IT depart: 
ment. As well as such tasks as 
accounting and stocktaking, 
the companies use sophist! 
cated scheduling software to 
make the optimum use of their 
5,400 vehicles and their crews. 

From now on Hoskyns, 
which employs the 39 staff who 
formerly worked for London 
Buses, will provide software 
upgrades and maintenance. 

The goal for Hoskyns will be 
to persuade the operating units 
to put more work its way once 
deregulation - and probably 
privatisation — takes place, 
“Our job is to work with each 
company to develop a business 
plan and work out what com- 
puting they want,” says Tony 
Robinson, joint managing 
director of Hoskyns. 

The computer systems are 
not the first element of London 
Buses’ technology support ta 
be contracted out, Maintenance 
of the ticket machines and the 
operation of the packet 
switched phone network, 
which links the computers 
together, is now carried out by 
outside organisations, says 
Mike Heath of London Buses. 


Della Bradshaw 


eople still control the 
machines at Pirelli's 
state-of-the-art com- 


puter-integrated 
cable-making plant in Aber- 
dare; it may soon be the other 
way round, The prospect is 
unnerving even for John Siney, 
the plant manager. “At the 
moment, people believe there 
is a degree of freedom - they 
are not totally submerged in 
the system, I am a little afraid 
of it, quite honestly,” he says. 

The step that Siney ponders 
is letting the computer system 
at the South Wales plant con- 
trol its human resources as 
clinically as its raw materials 
and machines. Each employee 
reporting for work would clock 
on with an electronic card 
holding details of his or her 
skills. The computer would 
then allocate teams of workers 
to various tasks throughout 
their shifts, 

Jt would be the culmination 
of Pirelli General's investment 
in a technological experiment. 
The £27m plant makes the 
company’s simplest range of 
cables on its most sophisti- 
cated production line, If it 
works, then all Pirelli's plants 
could follow its lead in the 
next century. But the new rela- 


. tionship between people and 


technology at Aberdare has 
had its teething troubles. 

One might not guess so from 
comments by the 160 workers, 
employed under a single union 
deal since the plant opened in 
1986. Many worked at Pirelli’s 
former plant on the site, which 
made more complex cables, 
and had stormy industria! rela- 
tions. “We used to walk out of 
the gates like sheep. I don't 
think Id want to work any- 
where else now,” says Mike 
Thomas, a production worker. 

But despite 2 consensus that 
the new world is better than 
the old, it has had difficulties. 
Machine breakdowns and stap- 
pages have limited output, and 
so made it hard for workers to 
gain the range of skills on 
which the innovative pay sys- 
tem is based. Some workers 
say the company’s drive for 
flexibility above all has dam- 
aged work quality because peo- 
ple move around so much. 

Yet the vision of what the 
plant could achieve if these 
flaws are ironed out in the way 
managers intend remains 
enticing. The company would 
have taken an old loss-making 
plant with a multi-union agree- 
ment in an area of industrial 
militancy, and replaced it with 
one in which machines control 
the most flexible line imagin- 
able on which all employees 
work interchangeably. ; 

Pirelli General, a subsidiary 
of Pirelli UK, started from 


John Gapper describes the relationship between 
Pirelli’s workforce and its computerised factory 


The fine art of 
flexibility 


ce 


scratch on the same site after 
it opted to close its specialist 
cables plant and relocate the 
capacity near its Hampshire- 
based head office. It decided to 
retain a presence in Aberdare, 
partly influenced by the offer 
of local grants, and partly 
because of the company’s 
importance to an ailing local 
economy. 

The possibility of leaving 
and the need to cut its work- 
force from a peak of over 400 
gave it leverage with unions 
and workers. it insisted on a 
new single union agreement, 
eventually signed with Matsa, 
then the white-collar section of 
the GMB general union. It also 
imposed a recruitment process 
which allowed it to choose the 
most adaptable and enthusias- 
tic workers. 

The company devised an 
IBM-based_computer-integrated 
facility in which robotic 
vehicles deliver drums of cap- 
per wire to machines which 
automatically extrude and spin 
cables. At the heart of the tech- 
nology is a Plant Operations 
Management System (Poms) 
which manages the 15,000 
square-foot shopfloor. It guides 
machines, monitors quality 
and controls the inventory. 

Alongside the technology, it 
drew up a personnel policy 
which it hoped would integrate 
people with machines. There 
are only two grades of worker 
below management: A and B. 
They eam a salary of £9,000 
and £11,000 respectively, and 
can boost wages by acquiring a 
selection of 20 skill “modules” 
covering different functions. 
The salaries rise by £300 for 
each module acquired. 

‘The principle was that Poms 
would control all aspects of 
production from raw materials 
to people, combining them in 
the most efficient mix at any 
time of the day. It would be a 
“real time” version of schedu- 
ling in supermarkets, which 
use computers to devise rotas 
based on the skills of each 
worker. A Pirelli employee 
night be moved by Poms like a 
drum of copper wire. 

The company saw a number 





Ashiey 
Pirelll worker operates the computer-controlied extrusion line 


of personnel advantages in 
computers controlling produc- 
tion. One was that it would 
reduce the need for supervision 
- there are no foremen or 
chargehands at Aberdare. “The 
producer [employee] controlled 
the process in the past, and 
had to be exhorted to go faster 
or do more,” says Siney, “We 
have taken away the control, 
so there is no need to exhort.” 
The company insists this 
remaval of control of the 
labour process is nat synony- 
mous with de-skilling - a com- 
mon criticism of new technol- 
ogy. “We have not de-skilled 
the job, We have freed up the 
person to make judgments. He 
organises his time and decides 
which tasks he should get 
involved in,” says Siney. 


Pirelli also hoped that the 
incentive to work Hexibly 
through the skill-based pay 
system would encourage work- 
ers to accept the role of 
taachines. “There are no job 
descriptions, there are no jobs. 
That is the vision we are try- 
ing to make reality as quickly 
as possible,” says David 
Yeandle, Pirelit General s cor: 
porate personnel manager, who 
belped to plan the plant. 

The company has made prog- 
ress towards its vision. One 
token of that is the level of 
trust between the union and 
Wanagement over issues such 
as pay talks. Early this year, 
Siney told David Brown, the 
GMB branch secretary, that a 
set sum of money was avail- 
able and the union could help 


decide how it was shared out. 
It opted for an £8 a week flat 
rate rise for everyone. 

But as in all attempts at uto- 
pias, there are catches. The 
plant's workers take a more 
pragmatic view of the technol- 
ogy than its managers: they 
are more disillusioned by its 
practice than afraid of its 
potential. “1 don't know about 
us losing control of our jobs. 
The only thing out of control 
here is the computer,” says 
Jack Prince, a 52-year-old pro- 
duction worker. 

After several computer 
breakdowns, Prince insures 
himself by noting down on 
paper figures from the com- 
puter screens by the machines. 
There has also been an annoy- 
ing series of mechanical fail- 
ures. “Its the niggling details 
that go wrong,” says Siney. 
“Its not the system, or the con- 
cept or the people.” He had to 
replace one part in a cable-in- 
sulating machine 15 times. 

The upshot is that the plant 
has not made the quantity or 
the range of cables which 
would require workers to use 
the number of skill modules 
managers envisaged. Until it is 
consistently working at a 
higher rate, they will not 
attempt a final switch to com- 
puter controf of human 
resources. That in turn may 
require a higher level of con- 
sumer demand than today’s 
sluggish market. 

Some workers have been 
worrted both by the effect on 
quality of the incentive to 
move around the plant con- 
stantly, and by the apparent 
unfairness of having workers 
who are working alongside 
each other being paid at dif 
ferent rates. “I would be quite 
happy to stay where [ am. but I 
have to move around to get 
more money for the different 
skills,” says Thomas. 

Although the company is 
wary of watering down any 
incentive for individual flexi- 
bility, it accepts that it may 
not have built enough incen- 
tive for team working into the 
pay structure. Yeandle says it 
is considering an improved 
method of rewarding team 
working. “I think we have to 
look at incentives for the gen- 
eral concept of team work and 
flexibility,” he says. 

The mechanical teething 
troubles of the plant and the 
sag in demand for building 
wires have enforced a breath- 
ing space. “We want to have a 
bit more time to think before 
we take the step that frees pea- 
pie up,” says Siney. Only then 
will the company find out 
whether technology truly 
emancipates them, or impris- 
ons them in the grip machines. 


Australian fuel ) 


receives injection 


By Michael Kenward 


lectronic fuel injection 

bas finally arrived for 

cars that run on liquif- 
ied petroleum gas. An Austra- 
lian company, Biocom, based 
in Adelaide, has developed an 
electronic fuel injection system 
that carefully meters the fuel 
and optimises the flow of gas 
into the engine. 

LPG is to Australia what die- 
sel fuel is in other countries, 
with some 270,000 cars burning 
LPG. Most of the country's 
taxis and many private 
vehicles run on LPG. Cars that 
run on LPG are more efficient 
than petrol-engined vehicles, 
and cost half as much to oper: 
ate. Vehicles which are fuelled 
with LPG also produce less air 
pollution. 

Despite these advantages, 
and the widespread availability 
of LPG in Australian petrol 
stations, no car manufacturer 
sells vehicles set up to operate 
with this fuel. The situation is 
similar in Canada and Holland, 
where a substantial number of 
vehicles burn LPG, 

Anyoue who wants to run a 
vehicle on LPG takes it to a 
custom conversion company, 
where petrol-engined vehicles 
are modified to run with both 
LPG and petrol 

The cost of converting a pet- 

rol engine to burn LPG is 
around A$1,800 (£820), which 
taxi drivers expect to recover 
in just three months. The mar- 
ket for conversions amounts to 
some 36,000 vehicles a year in 
Australia. . 
_ Adapting a car for LPG 
involves installing a tank to 
hold the fuel, and adding fuel 
pipes and a vaporiser to carry 
the fuel into the engine. Until 
recently, the technology of 
LPG vaporisers had been 
unchanged for at least a 
decade. 

Conventional LPG systems 
vaporise the fuel before it 
enters the engine, which 
wastes the heat produced as 
the fuel vaporises, reducing the 
engine’s power and efficiency, 
With gas entering, it is difficult 
to get enough air into the fuel/ 
air mixture. With the elec- 
tronic fuel injection system, 
More oxygen enters the cylin. 
der with the fuel. 

Gas injection of LPG alsa 
loses motorists the improved 
control that comes with elec- 
tronic fuel injection. As well as 
better driving control, elec- 


tronic fuel injection is neces- 
sary for advanced catalytic 
converters. 

cee nen e the amount 
of oxygen e gases going 
the converter and adjust the 
fuel injection to minimise the 
pollutants in the engine's 
exhaust. Without electronic 
LPG injection it would be diffi- 
cult for cars to keep up with 
increasing demands for pollu- 
tion control. : 

Chris Moore, managing 
director of Biocom, claims that 
the new LPG injection system 
will produce a 20 per cent 
improvement over engines that 
vaporise the gas before it 
enters the engine. He believes 
that the new LPG system will 
be 5 per cent more efficient 
than petrol engines. 

Biocom’s fuel injection sys- 
tem uses a microprocessor. to 
control the flow of fuel into 
each cylinder. The computer 
takes measurements from a 
number of sensors and adjusts 
the fuel flow depending on the 
temperature and pressure of 
the LPG and the amount of 
oxygen in the exhaust. - 

ie LPG controls also take 
account of the signals from the 


computer that control the car’s - 


petrol fuel injection system. In 
effect, the LPG computer calcu- 
lates how much energy the 
engine needs to operate and 
keeps the injector open long 
enough to feed in the right 
amount of fuel. 

Biocom operates a number of 
vehicles equipped with the new 
system. Tests on a Mitsubishi 
Magna, carried out in associa- 
tion with researchers from the 
University of Adelaide, showed 
that LPG and petrol 
saine performance. That was 
before the researchers optim- 
ised the LPG Injection system. 
Moore believes that they will 
now be able to improve the 
performance of the LPG sys 
tem by optimising the timing. 

The company is discussing 
the use of its LPG injection 
system with a number of car 
companies in Australia, includ 
ing General Motors and Ford 
which provided Biocom with 
vehicles, engines and test facil- 


‘The car makers are consider. 
ing the posstbility of selling 
LPG fuelled cars themselves. 
Biocom also hopes to license a 
Company to market the tech- 
nology in North America. 
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Arnie’s gotta do what Arnie does best 





TERMINATOR 2 (15) 








egger himself. There is the Mr 
Universe build. There are the 


With a sum this modest, insol- 
vency is ustally reached at 


Valentine’s Day 


MINERVA STUDIO, CHICHESTER 


Edward Petherbridge is one of 
the last actors you would 


dled more for smart lyric neat- 
ness than serious dramatic 


cious, elegant, wearily superior 
type before. And the roles of 


James Cameron Alu-Aku features. And there is around the 20-minute mark, to find in a musical. His development; and not enough Valentine, Dolly and Philip, as 

the Hollywood-Austrian voice, though imaginative bank- | characteristic manner is too melodic flowering. taken by Steven Pacey, Gemma 

PARIS TROUT (18) somewhere between Kurt ruptcy can strike much earlier, | low-voltage; and his persona is These qualities, however, Lowy and Robert Hands, are 

Steven Gyllenhaal Waldheim and Sig Rumann. it strikes not at all | that of a delicate observer of might be less obvious in types we have seen before too. 

Schwarzenegger does not say in the 1991 New Directors pro- | life's parade, not a participant. another staging and with other Musicals abound in people like 

TRULY, MADLY much, but when he does it is gramme, now showing at the | Yet his performance in Valen- players in the roles most cen- Pacey’s ardent, toothsome Val- 

DEEPLY (PG) * short, pithy and fluent in sey- Metro and soon to be seen on | fine’s Day, this new musical ral to the plot. Fiona Fullerton entine and the arch, ebullient 

Anthony Mi eral languages. This is all thor- Channel 4. At their worst, the | adaptation of Bernard Shaw’s has the perfect looks for the juveniles played by Lowy and 

Minghella oughly entertaining. as Sr aio are 4 touch trend-en- | You Never Ca Tell, is ate key role of Gloria. the beauti- rine sos, . 

TOAD. 2 coasters £0, ‘ivian Albertine’s | evening’s one roughiy r- fully decisive bone-structure, e@ director-choreographer 

BFI NEW DIRECTORS = minator 2 goes like a white- Coping With Cupid, in which | able feature. How come? the pallor, the bright eye, the Gillian Lynne's staging is 

_Y aFIOUS. Imuckle dream. three blondes from outer space } Because he brings to music the erect waist and neck. But the smooth, lively, expert, but 

sae i + i search for mortal love and find | same qualities that make him more unusual her situation, inclined to cosy cuteness, right 

ELVIRA MADIGAN (PG) Paris Trout, unlike Terminator feminist truths. At their best, | so fine an actor. the more conventional her per- down to a shower of Valentine 

(18) 2, is a film we are expected to as in Chris Newby's Relay and He plays here William, the formance becomes. Gloria's confetti at the end. The action 

Bo Widerberg take seriously. Violent and sin- Richard Heslop’s Floating, | head waiter. “You never can dilemma never becomes inter- includes a very Sondheimian 

ister things are happening in there is a real sense of new | tell,” he sings ~ it’s his big esting, and without it the Sha- lunch, with fragments of small 

——- small-town Georgia in 1949. A cinematic ; number - and then he breaks vian essence evaporates. talk over a salon-music back- 

rabid fox bites a little black Both films are grim-looking | into a soft-shoe dance. No, not Judy Parfitt takes her sec- groutid accompaniment. Lynne 

is a hard life bei ‘L An apparently demented oysters containing gorgeous | a real dance; just a little ond period feminist role this here has staged some all-too- 

terminato ri md a an-shark (Dennis Hopper) pearls. Relax is an Aids-era | phrase; and aturn...;well.a season as Mrs Clandon, but neat incidents of synchronised 

rons Terie e shoots another black girl and nightmare about a Londoner } hint of tap too, then: only a shows no new aspect of herself eating. These set my teeth on 
Arnold Sch 2 her mother. Then Mr Hopper, awaiting his HIV-test results. | sketch, mind, not a big num- (apart from her singing, which edge. 

warzenegger playing the titular Mr Trout, Shot in black-and-white, it zig- | ber, not really; oh no...; but is at best undistinguished). We 


is hurled naked into Los 


goes home and continues to 


yes, don't you agree that this 


Angeles from the future todo make life difficult for wife Bar- disorientii i i ? 

what a terminator's gotta do. bara Hershey. When not half- a poetic confusion een the ee gent tae dances ak to 

This, essentially, is to termi- drowning her in the bath, he is intimacy of love | perform on a layer of sand, 

nate other terminators. A  buggering her with an uncap- and the deathly intimacy of the jam sprinkles a little salt 
utiful woman (Linda Hamil- ped soda bottle. . doctor's examining-room. | and ron the floor and 

ton) whose son is a Siegfried- | Welcome to the American dances on that. If he had his 


evil T-1000 cyborg (Robert Pat- 
rick) who is chasing Junior 
around 1997 LA, will be nob- 
bled by the good 7-800 cyborg 
(Schwarzenegger) who has 
caught the time-space shuttle 
from a future civilisation. 

Judged by his clothes allaw- 
ance, Schwarzenegger's hero is 
paid markedly less for his 
work than the actor himself 
received for this $90m movie, 
the costliest in history. 
Arnold's fee is variously 
reported to have been $i5m 
and/or a private Lear jet and/or 
a combination. of the two. 


count — Big Arnie and Biggish 
Mr Patrick were stilt galumph- 


South. Playground of the {d, it 
is the only place in the world 


shey and Ed Harris as Hopper’s 
lawyer, who draw long, sen- 
sual Southern vowels over 
themselves like bedsheets, and 
director Gyllenhaal’s determi- 
nation to pour smoke-effects 
into every interior scene. 

The power is mostly Hop- 
per’s. As with many actors 
who have no necks, his emo- 
tions go straight from his heart 
to his brain without tiring 
themselves on the way. His 
attempts at wife-murder are 





Blazing away: Schwarzenegger in “Terminator 2” 


Appalled as we critics are by 
the thought of causing distress, 
I re-examined my memory, 
notes and review. Regretfully, ! 
found only one unjust word. I 
called the film “unwatchable”. 
That has to be untrue since | 
watched it. 

Juliet Stevenson's lover Alan 
Rickman has died. fn the Inten- 
sity of her grief she summons 
back his ghost. But their 
renewed passion is somewhat 
sepuichral, unhelped by the 
fact that he has bronght his 
Mates with him from beyond 
the grave. Stevenson's house is 
soon filling up like free-pint 


Minghella's movie technique 
is frozen in a maiden-auntish 
middle range. People move 
around rooms talking and the 
camera follows them. Since his 
mise-en-scene cannot express 
or imply extremes, his dialogue 
must. “L miss him! | miss him! 
I miss him!” sobs Stevenson to 
her shrink, And when the liv- 
ing corpses mass in her house 
to watch TV, the blandly pres- 
ented visual joke is not enough 
without Stevenson piping up to 
Rickman: “You mean to tell me 
dead people are in my living- 
room watching videos?” 

The film has been eulogised 


Floating is 2 brilliant expres- 
oe seo A Tah 


caprice. A middle-aged 
bus-driver decides a second 
is coming, so he 


ium -view. 

Even the BFI programme's 
documentary offerings —- 
Gavin Hodge's Zygosis, about 
photo-monteur John Heart- 
field, and Sandra Lahire's cele- 
bration of Sylvia Plath Lady 
Lezarus — show a grammatical 
daring with techniques like 
multiple exposure and anima- 
tion. On tiny budgets Britain's 
filmic future may be being 
incubated here. if so, let us 
keep the heart-moni- 
tor to ensure that that future 
does not “flatline” as so often 


before. 
Elvira Madigan has cer- 


life to live again, this waiter 
would be Jack Buchanan. 
Petherbridge doesn't overdo 
a single thing. Indeed, he 
amazes you that he can do so 
much. His singing is musical 
but sometimes ill-tuned and 
always frail. Still he leaves you 
longing for more. Valentine's 
Day, conceived and adapted by 
Benny Green, who also wrote 
the lyrics, and by David Wil- 
liam, and with music by Denis 
King, is here at its best. The 
lyrics are urbane, and the tune 
~ so right in this turn-of-the- 
century setting - belongs to 
the tradition that spans from 
music-hall to My Fair Lady. 
The rest of Valentine's Day is 
not on this level. This is partly 
because Green and King han- 
die the main themes - the 
conflict of romantic love and 
female independence; differ- 
ences of class and income; 
parental authority -— with a 


have seen her play this gra- 





Alastair Macaulay 














ing through streets, docks and accompanied by honest, rea- day at The Mortician’s Arms. in America and no movie with tainly flatlined. Bo Widerberg’s | kind of glibness that is less 
futuristic factories biffmg each sonable explanations - “Till What can a poor girl do? Alan Rickman can be all bad, 1967 romance about a 19th-cen- | near Shaw's original than a : 4 
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Midsummer 
discontent 


THE LONDON stock market is 
giving every sign of expecting 
an end to the recession, but 
British voters are apparently 
yet to be convinced. The mar: 
ket rose to a new peak yeste' 
day, in spite of an icMyGuard. 
jan opinion poll showing an 
increase in the Labour lead 
over the Conservatives. One 
poll can never be conclusive, 
but interviews conducted by 
several organisations during 
July suggested that the Tory 
revival noticeable at the end of 
June had been halted. Yester- 
day’s poll results may there. 
fore represent a continuation 
of an trend. 

If so it seems probable that 
Labour really is currently 
favoured by some 45 per cent 
of the electorate against the 
Tories” 36 per cent. In an elec- 
tion that margin would trans- 
late into a strong working 
Toajority for Mr Nejl Kinnock. 
If the next two or three polls 
confirm this impression Mr 
John Major would be wise to 
abandon all thoughts of hold- 
ing a contest this year. 

Labour's hope most be that 
if the prime minister does that 
he will be boxed in, caught 
between the legal necessity af 
calling an election by June 
1992 and the political catastro- 
phe that could result from the 
increases in unemployment 
that now seem certain to per- 
sist into next year. As Mr Roy 
Hattersley, deputy leader of 
the Labour party puts it “The 
government is immobilised ~ 
trapped between the opinion 
polls and the election date.” 


Upturn needed 
If Mr Major is to escape from 
this trap, the upturn in the 
economy must begin to show 
by the end of the year. 
A prediction by the chancellor 
of the exchequer that this is 
what will happen will not in 
itself suffice, however often it 
is repeated. It is not even clear 
that putting money in the vot- 
‘kets will cause them to 
ress their gratitude in the 
polling booths. So far the por- 
tents are not encouraging for 
Conservatives. The govern- 
ment has cut interest rates by 
4 percentage points over the 
past nine months. The effect is 
beginning to show through in 
lower mortgage payments. Poll 
tax bills have been halved, at a 
cost of 2% percentage points 
on value added tax. Inflation 


has dropped sharply. Yet sup- 
port for the Conservatives has 
fallen away since April, in 
spite of a June revival. 

What seems to be happening 
is that traditional Tory voters 
have moved over to the Liberal 
Democrats, who stand at 16 per 
cent in yesterday's poll. The 
centre party has now held this 
level, or bettered it, for four 
months running. The question 
is, are its new supporters just 
registering a protest — or will 
they atic The a it impres- 
sive performance by a party 
that seemed to be headed for 
oblivion just three years ago 
may be a consequence of Mr 
Paddy Ashdown's skilful lead- 
ership. It may be attributable 
to the attractiveness to some 
voters of his policies. If either 
of these explanations is cor- 
rect, the Liberal Democrats 
could split the non-Left vote 
and put Labour in next time 
just as the Alliance split the 
non-Tory vote and put the Con- 
servatives in in 1983 and 1987. 


Likely outcome 

That would be the most 
likely outcome in the absence 
of better economic news. The 
Conservatives need a resurgent 
housing market, a return of 
confidence to industry (in con- 
trast to yesterday's gloom from 
the CBD, further interest rate 
cuts, and at least a slowdown 
in the rate of increases in 
unemployment. There is no 
certainty that any of these fac- 
tors will turn in the govern- 
ment’s favour during this year. 

Mr Major must therefore rely 
on sheer politics to pull him 
through. His own performance 
has improved considerably. In 
party terms the Torles are in 

r shape. The semblance of 
a ctl tele election ne feato 
is 
however, has b been | jolted by 
events such as the escape of 
suspected [RA terrorists from 
Brixton prison, the BCCI affair, 
and the continuing doubts 
about the department of indus- 
try's role in the export of stra- 
tegic materials to Iraq. 

But it is the economy which 
will continue to dominate the 
electoral mood. When the da: 
comes voters may regar 
Labour as likely to be even less 
competent than the Tories 
have been at managing the 
economy. As matters stand, 
that could be Mr Major's last, 
forlorn, hope. 


The squeeze 
on profits 


IN ALL the confused debate 
about short versus long ter- 
mism in British business, 
among all the cures trotted out 
by the new mode] Labour 
party, the word “profit" rarely 
appears, Yet profits are more 
than just important; they mat- 
ter more than anything else 
and quite possibly more than 
everything else together. 
Unfortunately, the latest study 
from the Bank of England 
shows that, despite improve- 
ments in the 1980s, profitability 
remains worrying in both the 
short and the longer terms. 
Whether as the prime incen- 
tive to invest or as a particu- 
larly important source of 
savings, corporate profitability 
is intimately related to eco- 
nomic growth. That the UK 
had both the lowest rate of 
return in the business sector 
and among the lowest shares 
of profits in business value 
added of the leading industrial 
economies throughout the 
post-war era was both a source 
and symptom of its decline. 
The 1980s were a decade of 
recovery. According to the 
Bank of England, the real rate 
of return of non-North Sea 
industrial and commerctal 
companies rose from a low of 2 
per cent in the second quarter 
of 1981 to a peak of 10% per 
cent in the fourth quarter of 


Nevertheless, any assess- 
ment would still read ou 
try harder”. According to 
OECD, the rate of return of the 
UK business sector remained 
below that in other main 
industrial countries even in 
the late 1980s. The failure to 
catch up with, let alone sur- 
pass, profitability elsewhere is 
disturbing, particularly for a 
country that needs to entice 
substantial flows of inward 
direct investment. 


Lost opportunity 

It also represents a lost 
opportunity. Rapid increases in 
the efficiency” with which 
labour and capital was used 
generated substantial increases 
{n the income potentially avail- 
able te capital. Labeur market 
reform would seem to have 
given its owners an opportu- 
nity to retain much of that 
increase for themselves. But 
most of it went in wages: 
between 1979 and 1988 real 
earnings in the UK rose more 
than twice as fast as in Japan, 


West Germany and France. 

Here is perhaps the para- 
mount example of short ter- 
mism. High real wages and rel- 
atively low profitability in the 
short term mean lower wages 
and lower employment than 
otherwise in the longer term. 

Worse still, the recovery was 
not to last. By the first quarter 
of 1991, the rate of return of 
non-North Sea business had 
fallen to 5% per cent. Fortu- 
nately, this is far higher than 
in the recessions of 1975-76 and 
1980-81. Unfortunately, it is 
close to the exceptionally high 
current real rate of interest. No 
wonder then that business 
investment fell as a proportion 
of gross domestic uct in 
1990, and is likely to fall still 
further this year, 


Higher peak 

As the economy recovers, so 
will profitability. But will the 
peak of the next cycle turn out 
to be higher than in the last? 
Will profitability surpass levels 
seen in other countries? 

The odds are against. The 
pound was allowed to depreci- 
ate in the early 1980s, but 
membership of the exchange 
rate mechanism rules that out 
this time. If profitability is to 
recover, unit labour costs in 
the UK must rise more slowly 
than in the chief competitor 
countries. Only then would 
profitability and performance 
in the internationally exposed 
Dart of the economy improve, 
allowing rapid growth in 
domestic demand and raising 
Profitability in the pro’ 
Parts of the economy. 

How could this be managed? 
Part of the answer is an early 
return to sustained increases 
in productivity (which bodes ill 
for employment). Another part 
lies in wage behaviour. 
Improvements in the structure 
of wage bargaining may help: 
no less important is the preser- 
vation of a legal ramawork 
constraining the behaviour of 
trade unions. 

Yet opinion matters too, 
both in the directors’ suite and 
on the shop floor. Everyone 
needs to understand that prof- 
its represent future prosperity, 
not exploitation. Profits are the 
life-blood of the market econ- 
omy. Those who moan about 
long-term performance, not 
least Labour politicians, should 
state that both often and per- 
suasively, 


he career of Mr Carlos 
Salinas de Gortari, 
Mexico's dynamic 43- 


year-old president, 
and the future of Mexico's rul- 
ing Institutional Revolutionary 
Party (PRI reach a pivotal 
point this weekend. 

On Sunday, Mexicans vote 
for a new Congress, half the 
Senate, six governorships, and 
hundreds of local deputies, in 
the first test of Mr Salinas's 
national popularity since he 
was elected in July 1988. If the 
PRI wins the elections easily 
and fairly, Mr Salinas will go 
ern, for the first time, with, "a 
mandate to continue the eco- 
nomic reforms that have char- 


the extent to which Mexico's 
monolithic PRI, which has 
roled the country zor! the past 
@2 years, is willing to accept 
the fair conduct of elections. 
Mr Salinas has made much of a 
new electoral law, and greater 
political pluralism. But the PRI 
still has at its disposal the for- 
midable resources of the state, 
making fair elections difficult. 

What political reform there 
has been was largely forced on 
the president after the 1988 
elections, Mr Salinas won with 
Just 51 per cent of the vote, the 
jowest a candidate of the PRI 
had ever achieved. The PRI 
Jost four Senate seats for the 
first time, and barely had a 
majority in the lower house of 
Congress. Worse still, even by 
Mexico's record, the elections 
were marred by allegations — 
supported by most neutral 
observers —- that there had 
been ballot-box stuffing, 
manipulation of vote counts, 
and a mysterious breakdown of 
the computer that added up 
the votes. 

The opposition forces lead by 
Mr Cuauhtemoc Cardenas, now 
president of the Party of the 
Democratic Revolution (PRD), 
refused to attend the presi- 
dent's inauguration and 
claimed there had been a 
“technical coup d'état”. Ever 
since, Mr Salinas's presidency 
has been tainted by claims that 
Mr Cardenas was Mexico's 
legitimate president. 

But the PRI and President 
Salinas have recovered remark- 
ably quickly, Over the past 
three years the government 
has removed restrictions on 
imports, sold off the telephone 
monopoly as of its sweep- 
ing privatisation plans, and is 
in the process of selling of off the 
18 state-owned banks, The gov- 
ernment expects the budget to 
be broadly in balance this year. 
Mr Salinas also took the 
momentous decision in June 
1990 to negotiate a free-trade 
agreement with the US to 
attract foreign capital, raise 

and provide jobs. 
ese measures have won 
approval, particularly abroad 
but also in Mexico. 
to ay a cent opinion pol polls, oe 


as Met oe vote on Suna put 
the allegations of fraud have 
not disappeared. The opposi- 
tion has attacked the new elec- 
toral register, designed last 
year as part of the president’s 
much-heralded commitment to 
fairer elections. It lists some 
39m voters, against 45m Mexi- 
cans aged over 18 who are eli- 
gible to vote. Mr Cardenas 
claims the register is biased 
towards PRI supporters. 
Similarly, the opposition 
allege that the delivery of voter 
identification cards has been 
selective. Of the 39m people on 
the electoral roll, only some 
36m have received their cards. 


» 


Damian Fraser says 
Mexico’s elections are a 
crucial presidential test 


Pivotal 
polling 


The cardless 3m, suspects Mr 
Cardenas, are predominantly 
opposition supporters. 


may have been 
no deliberate fraud, the - 
tion jes still have to con- 


self supporter of the 

ula i party. Most local ane 
national newspapers suppo 

the government, thanks to the 

ent financial 

The PRI candidates are 

much by 

than the opposition 

because of their access to gov- 

ernment. In the state of Guana- 


juato, for example, the PRI is 
outspending the centre-right 
National Action party (PAN) 
by 15 times, according to PAN 
candidate Mr Vincente Fox, 
This week the outgoing gover- 
nor of Guanajuato will band 
out in the city of Leon a stag- 
gering 15,000 land deeds, 
mainly to farmers without 
legal title to their land, in a 
crude attempt to boost the can- 
didacy of the PRI candidate Mr 
Raymon Aguirre. As Mr Car- 
denas says: “We are not com- 
beting with a political party; 
we are competing with a 
state.” 

Predictions that this all-pow- 
erful state would fall apart 
after the 1988 elections have 





not materialised, mainly 
thanks to Mr Salinas's forceful 
and popular leadership, after 
the weak presidency of his pre- 
decessor, Mr Miguel de la Mad- 
rid. in his threa years as presi- 


dent, Mr Salinas has broken 
many of the traditional Mexi- 
can - from the arrest 
of s all.powerful oil 
union werner, joaquin “La 
Quina” andez, to the free- 
cae agreement “decision = 


a bold economic reformer, bas 
achieved. 


The improvement in the 


has also brought many of 
Mexico's businessmen back 
into the PRI fold. Mr Fox, for 
example, complains that many 
of his fund-raisers in 1988 have 
now switched to the PRI In 
Jast month's gubernatorial 
election in Nuevo Leon, where 
most of Mexico's big busi- 


nesses are located, the PRI won 
easily, thanks to support from 
most of business | 

The poor, too, have bene 
from Mr Salinas’s pe 
known as the Soldarty_ Bro 
gramme, that bas channelled 
$3.5bn to impoverished commu- 
nities through public mee 
projects since Mr Salinas wi 
elected president. Spmalion 
critics accuse the programme 
of being a blatant vehicle for 
vote-buying. Others complain 
that the Solidarity Rand-outs 
undercut existing gove 
agencies, such as the ministry 
of education, roads and trans- 
port. But undoubtedly the pro- 

has boosted Mr Sali- 


gramme 
nas's domestic image. Under 
his stewardship of the econ- 
omy, inflation is set to fall 
below 20 per cent this year 
from 160 per cent in 1987; the 
economy grew by 3.9 per cent 
last year and should grow by 
more than 4 per cent this year; 
unemployment, according to 
official figures, is falling. 

The government's economic 
policy has had another effect 
it has pushed the once-confi- 
dent opposition on the defen- 
sive. The PAN and PRD have 
become divided internally. 
Without a clear ar Programne of 
their own, both parties have 
made the conduct of Sunday's 
elections their main theme 
during the political campaign. 
Mr Fox has made the mono- 
lithic power of the PRI the cen- 
tral plank of his bid to be gov- 
ernor. Similarly, Mr Cardenas 
says: “The election imposes 
itself over and above all other 
issues." This concentration on 
the election itself, rather than 
on economic and social issues, 
seems to have had a negative 
impact on voters. 

But it bas had little effect on 
Mr Salinas. The president has 
on several occasions 
that economic reform must 

over political 
coe If the PRI wins easily 
on Sunday, Mr Salinas will 
probably take that as a sign 
that the Public, br broadly agrees 
with him. Political change will 
have to take a back seat. 

If the PRI, along with the 
smaller co-opted parties, man- 
age to obtain a two-thirds 
majority in Congress, the presi- 
dent will want to overturn con- 
stitutional limitations om for- 
eign investment in Mexico; at 
the moment Mexico's 1973 for- 
eign investment law (partly 
superseded by subsequent 
decrees) limits foreigners to a 
49 per cent minority sharehold 
ing in investments. The gov- 
ernment also plans to open up 
the Petrochemicals sector to 
further foreign investment. 

Mr Salinas ma 
Mexico's 
- by it more difficult 
for peasants to appropriate 
ate from othe oe farmers. He 

's victory 
overwhelming, give Mexico's 
quasi-communal farmers, 
known as efidatarios the right 
to buy their own land. That, he 
hopes, will promote private 
investment in Mexican agricul- 
ture which is currently imhib- 
ited by insecurity over tenure. 


not want to give away his hest 
bargaining chips before negoti- 
ations over the free trade 
agreement with the US are 
completed. But it is almost 
sure that with these elections 
successfully out of the way, 
President Salinas will continue 
with the economic reforms that 
have distinguished his presi- 
dency. Political reform will 
have to wait. 








Spot the 


locomotion 


@ Whatever is British Rail 
doing to its locomotives? In 
the of steam, the railway 
companies honoured their loco- 
motives by naming them after 
kings and queens, dukes and 
duchesses, castles, cities, and 

famous figures of mythology. 
Today, BR veers from the mun- 
dane to the surreal in thinking 
up new titles for its engines. 

There are some honourable 
exceptions. Nothing wrong, 
for example, with “Earl Mount- 
batten of Burma” (number 
33207) or “The Queen's Own 
Mercian Yeomanry” (number 
47528), and few, surely, would 
quibble with the decision to 
name electric locomotive num- 
ber 90005 “Financial Times”. 

But whatever possessed the 
namers when they dubbed 
locomotive number 47462 
“Cambridge Traction & Rolling 
Stock Depot”? Where is the 
romance in “Cricklewood” 
(number 31102). “Hartlepool 
Pipe Mill” (aumber 37507) or 
“Fiddlers Ferry Power Station” 
(number 56099)? Wherever did 
they find a locomotive long 
enough to bear the name “Sir 
Murray Morrison 1873-1948, 
Pioneer of the British Alumin- 
ium Industry” (number 37423)? 
And have we not entered the 
realms of the absurd with 
“Brookside” (number 86632), 
“Wigan Pier" (number 86416) 
and “Songs of Praise” (number 
43106)? 

This Saturday BR is holding 
a ceremony to name one of 
its locomotives “Capital 
Radio's Help a London Child”. 
Ail in a good cause, no doubt: 
but enough to make a train- 
spotter turn to collecting car 
nutnber plates. 





Clean cut 


git is hard to see why Nicho- 
jas Katzenbach, a former US 
attorney general and key civil 
rights player in the 1960's, 
would want to get embroiled 
even on the fringes of the BCCI 


mess, He is not a banker, and 


OBSERVER 





after a distinguished career 
both in politics and busi- 
ness(he was IBM's general 
counsel for 17 years), he is of 
an age when others would 
have called it a day. 

Clearly bis appomtment as 
chairman of First American 
Bancshares, in Clad wake of 


resignation, is part 

cial effort to insulate the $ilbn 
bank from the BCCT contro- 
versy. He is “Mr Clean” in a 
town where many politicians 
cannot afford too much scru- 
tiny of their banking ties. With 
294 offices in six states, plus 
the district of Columbia, First 
American has survived the 
controversy over its ownership 
remarkably weil. It is still oper- 
ate normally and has 6000 

5 


Katzenbach wants to estab- 
lish a trust to hold the stock 
of First American's ultimate 
parent, CCAH. When the 
super-regional banks were 
loo) to build their fran- 
chises,before the US real estate 
slump, First American was 
one of the more tasty morsels, 
and may well still be if its own- 
ership can be sorted out. 





Brum, brum 


mde Dear old Birmingham — 
exciting city in Europe, 
more canals than Venice and 
so on ~ is sufferring from one 
of its periodic identity crises. 
The city fathers, the local City 
action team, and the Heart of 
England Tourist Board have 
had to stoop to hiring a couple 
of London public relations 

to devise a marketing 
plan, but still no one seems 
able to come up with a catchy 


“Birminghambition” and 
“Up and Brumming” are the 
only suggestions so far and 
they have gone down like lead 
balloons in Britain's second 
city. 

Ever anxious to help, 
Observer offers 2 bottle of 





boost of no more than four 
words. 





North’s debut 


@ Richard North, Burton's new 
finance director, was sounding 
understandably pleased with 
himself yesterday. A week ago 
it was looking as if his first 
Mmoney-raising exercise for his 
new employer was going to 
be a flop. However, even Bur- 
ton's sternest critics(and there 
are still quite a few out there) 
had to admit that an 88 per 
cent takeup of a one for one 
rights issue could not be 
described as a failure. 
Obviously it ne to have 
astock market hitting new 
highs ami the likes of Caze- 
nove and BZW twisting a few 
arms. Nevertheless, the 41- 
year-old North has done a good 
job. The tights i issue has solved 
the company’s immediate 
financial problems and the big 
institutions seem to have 
inereasing confidence in North 


as a steady hand on the finan- 
cial tiller. 

At Coopers & Lybrand 
Deloitte, where he headed the 
merger and acquisition depart- 
ment, he advised the likes of 
Sir James Goldsmith and was 
involved in many of the big- 
pest takeover battles from Pilk- 
ington to Consolidated Gold 
Fields. With the rights issue 
behind him, it is hard to see 
how the humdrum life of a 
retailing finance director can 
offer the same excitement. 

However, North insists that 
it is much more fun being a 
principal than an advisor. No, 
he has pot seen any sign of 
an economic upturn, but when 
it comes “every one per cent 
rise in like for like sales. adds 
£8m to our bottom line.” He 
sounds like he would also 
make a good salesman. 





Bombed out 
1 Not many companies boomed 
during the Gulf war. But Air- 
fix, which makes tbe model 
kits on which British school 
boys have long played out 
their military dreams, turns 
out to have been a little-no- 
 heeting ee 

to a news agency 

report, Airfix said it saw sales 
of model fighters rocket during 
the conflict as the public was 
bombarded with relentless tele- 
vision footage of aircraft on 
bombing missions. . 

Sadly, they correspondingly 
dive-bombed after the war 
ended, Now that Tornados and 
Jaguars are pasge. Airfix is 
searching around for another 
theme to set the model maker's 
imagination on fire, Serbian 
tanks, one suspects, ts, probably 
would not do the trick. 
an cede 


Spot on 

8 A new book on “Business 
and accounting ethics in 
Islam” has just been launched 
with a press release comment- 
ing that “The BCCI affair has 
enhanced interest in Muslim 
attitudes towards business and 
finance.” One of the co-authors 
is Trevor Gambling. 


Coating ai 
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Different but 
not unique 


America’s is for a ne 
and is reaching 

ther and faster than any ince 
Rome extended its influence 
throughout the known world 
in the century after Christ. But 
and bow pit changing? 
an is 

Byron Shafer and eter eae 
ing American social scientis! 
look at those themes eet 
the prism of “American excep- 
Se amon 

pery concept: most nat 

see themselves as different, 
and most are proud of it. In the 
ascendant they are proudest of 
all, and produce Kiplings, 
Nietzsches and Whitmans to 
celebrate it. As the contribu- 
tors see clearly, uniqueness 
depends on time, focus and 
point of comparison. 

That applies to most of the 
once “exceptional” facets of 
American The absence of 
socialism no longer makes 
America different. Christian 
belief remains pervasive: 70 per 
cent believe in hell, 67 per cent 
in angels, a third claim to have 
bad an intense religious experi- 
ence, and anly among college- 
educated Catholics ist is devotion 
waning. But, as Andrew Gree- 
ley puts it, “consideration of 
the rest of the world suggests 
not that North America is 
unique, but that Europe is”. 

In the social and economic 
sphere, too, American excep- 
tionalism is “fading like an old 
photograph”, according to 
Peter Temin. Its per capita 
income is higher, and public 
sector and public spending 
(especially on welfare) smaller 
than in most of Europe. But 
the cash value of America's 
state benefits is also high ~ 
several times more 50, per cap- 
ita, than in southern Europe, 
and higher than Britain’s in 
health and education. 

Richard Rose places the US, 
as a rich nation with a not-so- 


l tke all imperial cultures, 


lic expenditure averages 35 
cent of national product. 
contrast, rich societies with 


governments characterise only 
candinavia plus France and 
Germany. Britain is in the 


“not-so~ not-so-big” class, 
ae eee 
reece 

Moreover, differences within 
the US are as great as the dif- 
ferences between European 
compare state 
and social conditions 
in in Misstesippi and South Caro- 
lina with those in Boston and 
California. Only in its ability to 
absorb rapid population 
growth while keeping pace 
with its industrialising peers in 
per capita income is post-1870 
America unique. Its free immi- 
gration and free land went 
unmatched abroad: had there 
been no immigration after the 
Revolution, America’s popula- 
tion in 1920 would have been 
about half its actual size. But 
mass immigration ended in the 
1920s, and in recent decades 
the melting pot has been dis- 


IS AMERICA 
DIFFERENT? 
Byron E. Shafer 
(editor) 
Clarendon Press, £35 





tinctly simu 

It is in the or paltical sphere 
that claims to exceptionalism 
remain most credible. Amer- 
ica’s federal system is stronger 
and longer-lived than any out- 
side Switzerland. Its trade 
unions are feebler, its politics 
dearer and its lawyers more 
ubiquitous than elsewhere. Its 
government, — called, signifi. 
cantly, an “administration” — 
is weaker in domestic terms 
than any in the developed 
world: and its parties are less- 
disciplined, less divided yet 
lesg contestable than in any 
other advanced democracy. By 
British standards, it is democ- 
racy run riot: more than 
§00,000 elected officials, one for 
every 478 citizens, and in some 
states referenda on everything 
from tax rates to drain pipes. 

Even there, however, the 


separation of powers are In 
vogue. Boris Yeltsin is but the 
latest of George Washington's 
re-incarnations. Europe's party 
systems are looking increas- 
ingly iike America’s, and not 
only in Britain. As Seymour 
Martin Lipset observes, even 
Italy's Communists, renamed 
the af the democratic 
left", have redefined their 
objectives in terms 

those of the US Democrats 
(and with as much electoral 
success to date). 

But if institutions can be 
copied. cultures cannot be 
Teproduced — at least, not so 
easily. America’s distinctive 
anon of populist, volun- 

rotestant and egalitar. 
ine tions is not for export. 
Even at home, it is an unstable 
mixture. Populism and lack of 
respect for authority contrib- 
ute to high crime rates, school 
unrest and low voter turn-out. 
The same moralistic fervour 
which makes for aaa 
{and made for Prohibition) 
duces fierce Ranier to ne 
Concern for civil liberties co- 
exists with opposition to gun 
control, affirmative action with 


their efforts to defend or 
expand the American creed,” 
writes 

Richard Hofstadter once 
remarked: “It has been our fate 
as a nation not to have ideolo- 
gies but to be one.” In this 
stimulating volume, Shafer 
and his make a sig- 
nificant contribution -to 

ing that i 

- and the distinctive Ameri- 
can traits which comprise it. 
Meanwhile. if you ares 
at the very concept excep- 
tionalism in the modern inter- 
Gapendent world, try explain- 
ing the British constitution to 
an American. 


Andrew Adonis 
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f you are a supermarket 
shopper you will doubtless 

.. be glad to read in both the 
editorial and advertising col- 
umns of the tabloid press that 
4 price war has just broken out 
in the UK grocery trade. 

If you are a shareholder who 
has backed the series of £1.5bn 
ieading food’ evaling caress 

sading food retailing compa- 

nies this year then you will be 
selieved to hear from their 
directors that nothing more 
than an aggressive bout of 
price prot ns has begun. 
_ The message varies accord- 
ing to the audience: the recent 
talk of price wars in the gro- 
cery trade is in danger of 
descending into a hattle of 
semantics. : 

Tesco's move last week to 
cut the prices on 500 own-label 
products for one month by up 
to half has raised the spectre of 
the industry's big battalions 
slugging it out to match each 
other's downward-spiralling 
prices. The day after Tesco's 
initiative the Asda chain 
immediately undercut many of 
the prices on 60 of its own-label 
products. 

These moves sent jitters 
around the City, and the 
shares of the leading food 
retailers all tumbled, wiping 
millions of pounds off the 
value of J Sainsbury, Tesco, 
the Argyl] Group and Asda. 

Traders wondered whether 
this was the beginning of the 
industry's unravelling whereby 
prices were slashed, margins 
were eroded and the whole 
investment arithmetic which 
has underpinned the leading 
companies’ prodigious growth 
over the decade was 
undermined. 

Would the trade revert to the 
conditions of the late 1970s 
when there was a big shake- 
tag camapalpts of Tesoot One 
ing campaigns "Ss 
ation Checkout in 1977 and J 
Sainsbury's Discount 1978? 

But the comparison is mis- 
leading. 

Food retailing in the UK has 
been transformed during the 
1980s and it is now clearly not 
in the interests of the big 
chains to start a full-blooded 
price war — which could be 
defined as a sustained attempt 
to win market share by reduc- 
ing prices on a wide selection 
of preducts, 

In Jaunching a price offen- 
sive a retailer would have to 
take the gamble that the = 
mer trading margins — result- 
ing from lower prices, higher 
costs of distribution and stock- 
holding and possibly increased 
spending on marketing - 
would be more than offset by 
increased volumes. 

Although it may be possible 
to achieve such an advantage 
in the short run it would be 
very difficult to sustain over a 
period of months. Industry 


sy 

Is 
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A taste of things to 
come for consumers 


UK food retailers are slashing prices. John 
Thornhill questions prospects for a full-scale war 


executives privately suggest 
that it would take at least a 25 
per cent increase in sales to 
justify such a policy. The possi- 
bility of achieving such 
increases would be remote - 
and would in all probability 
Stretch distribution networks 
beyond their limits. 

__A comprehensive level of 
information each others" 
pricing activities - Asda, for 
example, monitors the prices of 
450 lines in each of its competi- 
tors’ stores every week ~ and 
the operational flexibility 
resulting from widespread use 
of computers have ensured 
that any multiple chain can 
change its prices to match 
those of a competitor within a 
matter of hours. 

“Anybody can start a price 
war but nobody can win one,” 
Says Mr Paul Dowling, Asda's 
corporate affairs director. 

Sir Ian MacLaurin, Tesco's 


market conditions. As with 
petrol retailers, no one can 
afford to be out of line with 


Rather than being the first 
shot in a price war, industry 
observers suggest that Tesco's 
move should be seen as an 
astute manoeuvre to win free 
publicity and position itself in 
shoppers’ minds as being fully 


“They have let their prices 
drift up and have now had to 
crash some of them down,” 
says one competitor rather 
more ‘. 

Mr Robert Clark, an analyst 
at Corporate Intelligence 
Group, a retail consultancy, 
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* Thesa figures rifiect Asda's acquisition of G0 stores from Gateway. Source: Vardict Estimates 


cing in food retailing. But in 
the short term we see this as a 


cing and see what reaction it 
draws from their competitors.” 
But even if any of the big 
multiples do not step up seri- 
ous price hostilities is there a 
chance that someone else could 
do it for them? One scenario is 
that the dynamic growth of the 
discount food store could force 
the multiples to compete more 
directly with them on price. 
The growth of the Becou int 
sector has certainly attracted 
publicity in recent months. 
The Gateway chain has 
jaunched a popular discount 
format called Food Giant in 
Bulwell, Nottinghamshire, 
which offers about 10,000 cut- 
price lines in warehouse-type 
conditions. Co-operative Retail 


Services has also converted 
three of its stores to a new 
discount Pioneer format. 

_ Moreover, the much-publi- 
cised arrival of two very suc- 
cessful discount retailers from 
continental Europe has focused 
attention on the sector. Aldi of 
Germany, and Netto of Den- 
mark, have between them 
opened about 30 stores in the 
UK and are reported to want to 
expand extensively. 

But the scale of the discount 
sector should be placed in per- 
spective. A recent circular 
from Henderson Crosthwaite, 
the stockbroker, argued that 
Aldi’s much- arrival in 
proved to be “distinctly under 
whelming”. They estimated 
that Aldi’s 22 shops turned 
over about £95m a year and 
that its retail sales probably 





Chemicals code 
of conduct 


From Mr Justin Stephenson. 
Sir, Recent news stories may 

have left a false impression in 

readers’ minds about the atti- 


ons. 
For many years, member 
companies of the Chemical 
Industries Association have 
taken quite deliberate mea- 
sures to make sure that poten- 
ially Jethal substances do not 


party of our association, along 
with representatives of the 


gal production of drugs or 
chemical weapons. 

The code requires iam ber 
companies to keep accura 
records of all substances iden- 
tified as being of concern by 
the “Australia Group” for 
chemical weapons reasons, all 
of which in the UK now 
require an export licence. Fur- 
ther, the code includes a 
requirement for them to sub- 
mit quarterly reports of the 
quantities and the countries to 
which they were actually 


rted. 
The Department of Tree 


and is speaking 

itself about what it and the 
Customs and Excise did to 
police the movement of chemi- 
cals to freq, The chemical 
industry can assure ycu, 
not only played by the rules 
but voluntarily established a 
code of conduct which goes 
beyond the official require- 


Justin Stephenson, 

7 ‘onal tratie execiltsve, 
Chemical Industries 

Kings Buiidings, 

Smuh Square SW1 


Sensible? 


From Mr Jonathan S How. 

Sir, Do you really think that 
Observer's tailpiece (August 9) 
was responsible {or sensible) 
journalism? Presumably you 
think that (commentless) 
thieves do not read the FT? 
Jonathan S Haw, 

27 St Paul's Place, 
Islington NI 
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Status puts chambers in 
Britain at disadvantage 


From Mr Peter Crowe. 

Sir, I was disappointed by 
the conclusion in your editorial 
(“Small business champions”, 
August 9) on the moves by the 
Association of British Cham- 
bers of Commerce to 
its services so as to provide 
both the range and, more 
importantly, the quality of ser- 
vice to members in the 1990s. 

You say that we should be 
ing all our effort into 


level of competence but under 
our own steam. We are in fact 
valuntary organisations and so 
Suffer disproportionately from 
non-renewal of memberships 
and di in recruitment 
during a time of recession. 
We are endeavouring to 
Tatch our continental Euro- 
pean counterparts, both in the 
level and quality of services 
which we provide to our mem- 
bers. However, there is one sig- 
nificant difference which 
affects our ability to do so, 
which stems directly from our 
non-legal status. Earlier this 
year I led a trade mission to 
Groningen in northern Nether- 
lands, a city and province simi- 
lar in size and economic char- 
to Teesside and 


acter 
in northern 


Cleveland Chanter 
England. Groningen Cham 
of Commerce, which has public 


Chambers of Commerce 
throughout the UK are the 
only truly representative bod- 
ies for the business community 
and, as such, we believe they 
should have a commitment 
from government to ensure 
their fature in order 
to be effective for the business 


Sensitivity of TV growth rates 


From Dr Stmon Taylor. 

Sir, Philip Carse of NERA 
Communications argues 
(letters August 14) that “his- 
toric evidence suggests that 
the [television advertising] 
market should experience sig- 
nificant real growth during the 
franchise period”. We Jearn 
from TVS's rights issue docu- 
ments that NERA forecast a 
real average compound growth 
Tate for total television adver- 
tising revenue for 1993-97 of 7.4 
per cent - compared with 58 
per cent for 1992-90 Inclusive. 

tn other words, the 1990s are 
projected to show faster adver- 
tising growth even than the 
19803 fadanies to exclude - 
recession at beginning : 
end of the decade), a period 
which included the greatest 
consumer boom of modern 
times. This is despite the fact 
that membership of the ERM 
in the 1990s is incompatible 
with another housing boom of 


the sort necessary to drive con- 
sumer spending, abd so afver- 

to such exceptional 
rates of growth. 

The profitability of bread- 
casting in the 1990s ts highly 
sensitive to these assumed rev- 
enue growth rates. Taking a 
base figure of £200m in 1992, 
corresponding to the larger 
franchise regions, the differ- 
ence in forecast 1997 revenue 
between the 7.4 per cent of 
NERA and my own estimate of 
3 per cent is £284m to £233m, in 
yea] terms. This rather dwarfs 
the benefits of cost reductions. 
Sheer commercial prudence 
would suggest that bidders err 
on the lower side, to avoid the 
risk of being committed to 4 
crippling index-linked over- 

id to the Treasury. 


The family and 


society’s needs 
From Mr and Mrs George 
Allen, 


Sir, Professor Halsey’s Per- 
sonal View on the family must 
be one of the more important 
pieces on British social policy 
to have in a British 
broadsheet for many a long 
day. His recommendations, 
however, do not need to rest 


possible for both parents to 
pursue professional ambitions 
while accepting and success- 
fully realising full family 
responsibilities. The secret 
often is that one or other par- 
ent, usually the mother, takes 
the best job conveniently at 
hand without going all out for 
work which would be the most 
. Of this seems like 

therein lies 


Costly lesson 


From Mr Graeme 
Livingstone-Wallace. 

Sir, Your story, “More over- 
seas students in UK” (August 
9), states: “...after the govern- 
ment introduced full cost 
tuition fees for non-British 
nal Lee 
We have two sons, both born 
in Britain of British parents, 
holding British passports, edu- 
cated in Britain and now at 
British universities for which 
we are paying the full overseas 
student fees on the basis that 
we, the parents, live outside 
the UK, and, more punitively, 
outside the EC. Nice one, eh? 
Graeme Livingstone-Wallace, 
1800, Vevey, 

Switzerland 





only accounted for one-tenth of 
market 


1 per cent of share. 

In total, discounters only 
have an 8 per cent share of 
food sales and although this 
may increase in coming years 
they are hardly likely to dic- 
tate the entire market's pricing 
structure nor reverse the 


‘The fact is that for the past 
decade consumers have been 
offered a choice between a 
pure price format and those 

fer a r range, qual- 
i service - and most 


; most efficiently 
in the cut-price market for 
more than 20 years consis- 
tently selling goods at prices 
15-20 per cent below those else- 
where. Although it has thrived 


i 


in public percep- 


ing quality . 

Willett, Gateway chairman, 
says: “Price is never out of the 
equation. it is only one of the 
important factors not the most 
important.” But this may 





David Gardner argues that the EC must revise the 
way it views the current Yugoslav revisionism 


Democratic weapons 
in fight for statehood 


ight: now's your chance 

to win the Nobe} peace 

Prize. Gor any ideas? 
Come on, I'll feed them into 
the meeting.” 

That was a UK official at last 
week's emergency meeting of 
EC foreign ministers in the 
Hague, parrying journalists" 
carping at the Community's 
apparent paralysis over Yugo- 
slavia. British pragmatism 
aside, he does have a point. 

For what, precisely, can the 
Community do, which it is not 
already doing?. Indeed, can 
anybody else do anything far- 
ther? The “EC - get your act 
together” pundits seem to be 
suggesting a variety of options. 

These include: let the Yugo- 
slays rot; abandon the EC's 
(bureaueratic/legalistic) fetish 
about consensus; invade (to 
enforce “the peace” and teach 
the Serbs a lesson); and recog- 
nise Slovenia and Croatia as 
independent nations. 

None of the first three have 
the look of workable solutions. 
Recognition, on the other 
hand, is do-able. But it is one 
of the few cards the EC holds 
and is not to be played lighiy 
or early - and ideally not 
before some of the confusion 
about self-determination is 
cleared up. 

The Community has not 
been altogether sure-footed, 
and the midimentary foreien 
policy co-ordination mecha- 
nisms of the Twelve have not 
Measured up to the Yugoslav 
crisis. This suggests that a) the 
EC needs a much more inte- 
grated method of developing 
external policy; but b), that the 
nature of the crisis means that 
it may not have acted very dif- 
ferently even if it had had a 
more developed Common For- 
eign and Security Policy. 

Certainly, the EC has made 
mistakes. Until the first 
“trolka" shuttle at the end of 
June, it had insisted uncriti- 
cally that Yugoslavia maintain 
at all costs the constitutional 
arrangements of its already 
disintegrating federation. 
There was, until then, little 
feel for what was driving 
events in Yugoslavia, and 
therefore a reduced chance of 
shaping their outcome. 

Equally, there is little to sug- 
gest that if the EC had called 
earlier for talks between the 
Yugoslavs on a new, looser 


confederation, that this would 
have deflected Mr Slobodan 
Milosevic, the Serbian presi- 
dent, from proceeding to 
assemble the elements of his 
Greater Serbia. 

Yet the EC was sucked into 
the crisis, and has had to 
improvise its response. Though 
the Community is itself the 
product of a long period of 
European civil war fuelled by 
militant nationalisms, it has 
seemed at a loss to deal with 
the Yugoslav throwback to pre- 
1945. Its uncertainty does not 
stem only from the fact that 
land-grabs by one nation for 
another have been unknown in 

ost-war Europe. It is also 

use the EC, and the inter- 
national community as a 
whole, does not have a practi- 
cal policy on self-determina- 
tion; ie: the theoretical right, 
enshrined in the UN charter, of 
individual nationalities to gov- 
em themselves. It has been 
able to manage without one, 
more or less, because within 
EC borders there have been 
enough democratic weapons 
available for most national 
minorities to pursue their 
claims. 

But self-determination is the 
central issue in Yugoslavia, as 
well as in parts of the rest of 
eastern Europe and the Soviet 
Union, where the old ethnic/ 
national fault lines buried by 
communism have re-emerged. 
Yugoslavia has demonstrated 
that it is not an issue which 
can be ducked any longer. 

Self-determination. however. 
is a slippery principle to define, 
let alone apply. The 35-nation 
Conference on Security and 
Co-operation in Europe — 
which groups all the actors 
affected by the new nationalist 
eruptions on the continent - 
Jast month strove unsucess- 
fully towards a definition. The 
issue is becoming clearer but 
will probably take a long time 
to codify. 

What is needed immediately 
in dealing with nationalist con- 
flicts is to build up an interna- 
tional consensus on some basic 
principles to be applied. Two of 
the most important are con- 
tained in last week's Declara- 
tion on Yugoslavia by the EC 
foreign ministers meeting. 
These are that chan: inter- 
nal or international borders by 
force is unacceptable, and that 


ethnic minority rights must be 
guaranteed within candidates 
for independent statehood. 
The Community was in 
effect finding Serbia guilty on 
count one, and Croatia (though 
Jess so) on count two. More 
broadly, it was saying that 
whatever self-determination is, 
and whoever is eligible for it, it 
has to be achieved by negotia- 


tion, 

But the problem then gets 
knottier. What bappens, if and 
when the former Yugoslavs sit 
down to talk, with the much- 
aggrandised Serbia holding the 
whip hand? The Croats, Bos- 
nians and so on will very likely 
have to concede to Mr Milos. 
evic and his allies at least 
some of what they have taken 
by force. 

fs this a purely internal 
affair, for the Yugoslavs alone 
to decide? Surely it cannot be, 
given the way the precedent 
might resound across central 
Europe. The only way to dis- 
courage land-grabs and count- 
er-grabs throughout the Soviet 
Union and its former buffer 
states is to establish a consen- 
sus that changing disputed 
internal frontiers by force is as 
great an international crime as 
extending an external border, 
as Iraq did by absorbing 
Kuwait. This means that the 
EC must continue to treat any 
future Greater Serbia as an 
international outlaw — even if 
its neighbours and former part- 
ners come to accept its new 
borders. 

To establish such a consen- 
sus, in a way which does not 
prejudice the right to self-de- 
termination itself, would 
require the EC to seek wide 
support within the CSCE and 
the UN. This consensus would 
of course also have to apply to 
the peoples of western Europe 
itself - notably to the Basques 
in Spain or the Scots in 
Britain, who may seek further 
autonomy or independence. 

Systematically repudiating 
Mr Milosevic and future imita- 
tors will not resolve the fre- 
quently irrational issue of 
self-determination. But it nev- 
ertheless could make clear that 
national claims, in order to 
prosper, have to be resolved 
rationally: and help confine to 
the past the idea that aspirants 
to nationhood have to pay and 
exact a price in blood. 


LINE 
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likely to ask for undertakings 
from the biggest drinks compa- 
nies to modify practices that 
he decides are against the pub- 
lic interest. The request is 
likely to be backed with the 
threat of an order to make 


accounts for about 30 per cent 
of the £5.5bn ($9.3bn) soft 
drinks market. Britvic, owned 
by brewers including Bass, 
Whitbread and Allied Lyons, as 
well as the US drinks company 
Pepsico, takes about 20 per 


behaviour in the grocery mar- 
ket, which accounts for 53 per 
cent of sales. Competition, par- 
ticularly in supermarkets, is 
intense with a large number of 
own brand products and 
aggressive pricing, 


during the latter half of the 
anti-competitive behaviour by 
the leading companies. 
Changing consumer demand 
generated a boom which saw 
the value of the market more 


York from as little as £279 
(9471) from September 15. 

The offer from Mr Richard 
Branson’s airline, which com- 
petes with British Airways, 
United and American Airlines, 
came as part of cuts of up to 





gar House. 

Still, the assumption in Lon- 
don must be that the Bundes- 
bank would by now simply be 
following its domestic money 
market if it did decide to raise 
official rates. Sterling Js rea- 

















ever more reckless. 

A less complicated company 
with a similar record would 
beg to be taken over. Despite a 
fine range of assets, Ultramar's 
confusing mix of upstream and 
downstream businesses, but 








however, further undermines 
Mr Maxwell's argument that 
his private finances are of no 
relevance to shareholders In 
his public companies. It may 
also help to explain Goldman's 
persistent enthusiasm in bid- 


changes if they are not made cent. At the same time, the com- than double between 1985 and | 25 per cent on economy flights | sonably comfortable with Ger- mainly its £858m of net debt, ding up Maxwell shares in the 
voluntarily. A sharp rise in sales during plexity of the UK market will 1990. Both Coca-Cola Schwep-| from London to New York and | man rates at their present lev- make it an unattractive target. London market. 
Britain's soft drinks industry the 1980s was almost certainly make tt more difficult for Mr pes and Britvic invested| other US destinations. _ The 


is dominated by two groups, 
which together accounted for 


helped by heavy advertising by 
the main companies. Nearly 


Lilley to direct measures spe- 
cifically at the problem areas. 


heavily in plant and distribu- 
tion facilities. 





Businessmen win freeze on Rubin holdings 


By Norma Cohen, investments Correspondent 


TWO New York businessmen 
have obtained court orders in 
Switzerland freezing the hold- 
ings of Mr David Rubin, the 


ring funds to Discount Bank 
and Trust Company of Geneva 
to cover an overdraft on an 
account over which David 


cultural proscriptions that dis- 
courage the victims from 
bringing their grievances to 
the attention of secular author- 


ments from Discount Bank in 
Geneva show that on July 18 
and 19, £1,383,900 was depos- 
ited while £1,378,788.37 was 


cheaper 
fall economy fare London-New 
York during the summer of 


£658. 

United, which entered the 
US-Reathrow market earlier 
this year, responded by saying 
tt would match any genuine 


US to the UK, though not the 
other way across the Atlantic. 


ADVERTISEMENT 


NEWS 
REVIEW 


BUSINESS 


Ferranti leads Future 
Frigate combat system 
study for Ministry 


north London | businessman Rubin has a power of attorney. {ties, the heeebeune are so eae Jue at tee time, re good — by consum- MoD simulator f D 
who di owing inves- te yesterday, a judge was far the only ones to pursue 8m was deposited while | ers follows govern- 
tors an stim ted £60m. pee still hearing arguments in the their clalms alo court, Soci ae $8,714.201.37 was withdrawn. aere session : allow Vir- contract for 0 efence 

According to documents case, thoug: e a 9 ; in, Uni an merican 7 5 
with the US Federal Court for An affidavit filed by the Kes- England has announced an seomever, Mr Elhyanl. in # | Airlines to fly from Heathrow, Royal Air Force | rerranti toternational has British Marine ‘Technology 
the Eastern district of Brook- tenbaum's attorney says that investigation into the affair,no jo SYTT tw of or receive | Substantial com-]™ Ferranti_ International has | been awarded a Ministry of (risk analysis) and Ferranti- 
lyn, New York, the business- the two pursued their claims in complainant has come forward. bevent of the account Mr | Petition across the Atlantic. won a Ministry of Defence | Defence contract to lead a Thomson Sonar Systems, 
men charged that Mr Rubin the US and Switzerland “imme- _ Mr Rubin himself isan ultra. pobin had “power of attorney” | _ However, all airlines are | contract to supply the Royal | team of specialist companies Output from the study will 


had defrauded them of $2m 
(£1.19m) in a complicated 
scheme that involved the set- 
ting up of Swiss bank accounts 
in the name of a business asso- 
ciate, Mr Elie Elhyani. 

L and M Merchandising Inc, 
a company owned by Louis and 
Moshe Kestenbaum has asked 
the New York courts to pre 
vent their bank, Republic 
National Bank, from transfer- 


diately upon learning of the 
fraud perpetrated by Rubin not 
only against L and M, but 
against a series of other per- 
sons and companies across 
Europe.” 

The court documents pro- 
vide the first glimpse into an 
alleged fraud in which the vic- 
tims were largely ultra-Ortho- 
dox Jews in Europe and the 
US. Because of religious and 


Orthodox Jew whose father is 
a North London religious 
leader, the Rabbi of Sassow. 
Among documents filed with 
the court are copies of bank 
statements showing that an 
account jointly controlled by 
Mr Rubin and Mr Elhyani 
received and dispensed mil- 
lions of dollars, even after Mr 
Rubin told investors he had no 
funds to repay them. Docu- 


over the account, 


Meanwhile, a week earlier, 
on July 11, Mr Rubin was said 
to have told investors at a 
meeting in North London that 
he was unabie to repay them. 
The investors had believed 
they were lending funds to Mr 
Rubin's trading company for 
which they would earn returns 
of 3 per cent per month. 





Germany likely to lose DM23bn debts 


By David Goodhart in Bonn 


GERMANY is likely to lose 
much of the DM23bn ($13.2bn) 
in traderelated debt that the 
Soviet Union and other former 
east bloc countries owe to the 


tries, Czechoslovakia in partic: 
ular, say that debts with the 
former East Germany should 
be waived because German 
unity has hurt their econo- 


its east European trading part- 
ners — to DM2.34, saying that 
it should be 1 to 1. 

At the 1 to DM2.34 rate the 
Soviet Union owes the former 


of stabilising compared with 
that at the beginning of the 
year and that the industrial 
order figures had been affected 
by reduced orders from the 


by 
formerly British Airports 
Authority, announced this 
week that North Atlantic traf- 
fic out of Heathrow was down 
14.6 per cent last month from 
duly 1990. 

BA has the most to lose 
from a price war over the 
Atlantic. Last year it made an 
operating surplus of £167m on 
its routes to the Americas, 
i the troubled 


tive, generating revenues of 
£1.653bn. Yesterday BA's 


Air Force with an air defence 
training simulator for 
installation at the School of 
Fighter Control at RAF 
Boulmer in Northumberland. 
The simulator will be 
designed, assembled and 
commissioned by the Ferranti 
Airspace Simulation Group of 
Cwmbran, South Wales. 
Scheduled to be operational in 
around eight weeks, it 
comprises a network system of 
36 workstations in dual 
consoles equipped with colour 
radar monitors, tote displays 
and keyboard controls. 
Training facilities include 
nine student and nine 
instructor positions =~ with 
‘airecaft’ driven by eleven 
pilot/tracker workstations in 
an adjoining room. Four 
ancil. workstations are 
assigned for aupervision and 
the remaining will be 


in a twelve-month study to 
define the combat system 
requirements for Britain's 
proposed Future Frigate. 

This work forms part of 
the studies begun in 1990 


following the UK's with- and 


drawal from the NFR 90. The 
requirement, for an anti-air 
warfare frigate follows the 
Type 23 as the next major 
UK naval construction 
programme. 

A number of factors must be 
taken into account in 
preparation for the 
procurement phase and a 
computer model outlining the 
logical and physical 
characteristics of the ship's 
total combat system will be 
used to that end. 

The team will be led by 


encompass the generation of 
specifications for the frigate’s 
total combat system together 
with its various sub-system 
elements. These will be 
integrated with other studies 
, where necessary, 
the team will also high 
light further areas for 
investigation. 

As described in the 1991 
statement on defence 
estimates the new warships 
are intended to replace the 
Royal Navy's Type 42 
destroyers. Their role will be 
to deploy an advanced air 
defence capability based on a 
new generation of electronic 
sensors, search radars and 
the FAMS anti-air missile 
system. Varioug defensive 
aids are also planned to be 


former East Germany. accord- mies. East Germany DMi5bn, Poland Soviet Union. e carriers are also worried available as spares, All of the | FerrantiSystems Integration incorporated, 
ing to officials in the Bonn ‘They have lost their east DM2bn, Czechoslovakia The east German companies es chan wate by and supported by Ferranti The Fermonti led study will” 


The officials denied reports 
that the money had been writ- 
ten off but said negotiations 
with the relevant countries, 


The result will almost cer- 
tainly be another unwelcome 
boost to the total cost of Ger- 
man unity. 

The former east bloc coun- 


German export market because 
east German companies now 
buy almost exclusively in the 
west, and they have lost a 
large number of east German 
tourists who used to visit 
before the fall of the Berlin 
Wall. : 

They also question the 
exchange rate of 1 transfer rou- 
ble - the unit of aceounting 
between the Soviet Union 


WORLDWIDE WEATHER 


DM1.6bn, Hungary DM1.3bn 
and Bulgaria and Romania 
DM1.2bn each. 
@ East German industrial 
orders fell by 14.3 per cent cent 
in April compared with March, 
and by a further 13.3 per cent 
in May, according to figures 
released by the Economics 
Ministry in Bonn. 

The ministry said, however, 
that the position showed signs 


still owned by the Treuband 
privatisation agency have an 
order inflow generally 10 per 
cent or more below comparable 
companies that have been pri- 
vatised. 

Some customers are reluc- 
tant to place long-term con- 
tracts with Treuhand compa- 
nies until they know who the 
longer-term owner is going to 


have attempted to stimulate 
demand by offering double air- 
mile points. They are also 
ae a free ticket ue com- 
ons of passengers joi 

their frequent flyer ae. 
grammes. None of the airlines 
has announced fare cuts on 
club and first class ti 


F 
i 
¢ 


communications. 


Radar 


development 


Ferranti International, 
Aerospace Syatems, has 
extended its range a radar 
warning receivers with ¢] 

introduction of AWARE-4, a 
more versatile Electronic 
Support  Meesureg (ESM) 
equipment suitable for 
installation on most military 


Naval Systems who will carry 


out command system 


development at Portsmouth and 


and Bracknell. Specialist 
companies supporting 
Ferranti include: Thorn EMI 
felectronic warfare}, British 
Aerospace Dynamics (missile 
systems), GEC lareoni 
(radar), Vickers Shipbuilding 
and Engineering (model- 
ling), Electronic Facilities 
Design (human factors), 


look not only at the 
specifications for systems 
‘Sub-systems but also at 
the integration of the whole 
combat system. This is a key 
contract in the development 
of a new generation of 
systems for the Royal Navy 
into the 2lst century and 
places the Ferranti team ina 
commmanding position in this 
process. 
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B-The $70m-a-year Peru- 
vian alpaca industry is 
In crisis. Ag world fash- 
‘lon markets move 

~ towards ilghter fabrics, 

|. attempts are underway - 
to produce new, lighter, 
blends of heavy alpaca 

qi halrs with other:fibres. - 


-ajpaca is under threat . : 
as new govatriment legit allows the. 
paces. : 


‘The ‘Bjazilian Coffee ‘Committee, which repie- ‘ 
nts:Key players in the domestic coffee mar- 
dacided, to support-a call for. Latin: - 
Ameri 
cart of: roduction. Page 18 


. Europe, traders:have found that foreigners are 
now dissuaded Investing in Austrian- 
quoted shares becatise of crisis In neighbour- 
ing ent Back Page 
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“ment was the 32 per cettt rise in 
Midland Bank performance (€m) 


| represents earn- 











By David Lascelles, Banking Editor 


IDLAND Bank produced 

by far the worst interim - 

results in the UK's 
bank 


recent reporting seasan. Its 

Joas'of £7im ($119m) was the only 
deficit recorded by the Big ph 
even though all il displayed dee 


poor 

Britain’s perennially troubled 
bank, analysts believe 

that Midland's figures could 
mask some of the more encourag- 


ing trends for several years. 
five believe that Midland has 


é kolo on ate bumpy road to 


said Mr Rod Barrett, 
banking analyst for Goldman 


Sith songs sign of improve. 
Midland Bank’s 


. ings from 
and .fees, less Operating income 


operating costs . Cosi 
‘such: as. stat 







stronger performance by 
Montagu, the: bank’s interna- 
tional me investment ee ae 
arm, Wi large treasury 

have finally been brougbt remy 


contral. 
Although: Midland acquired 





AIN confident i in. F airfax bid 


By Kevin Brown in Sydney 


THE RACE-'to acquire the 
troubled Fairfax newspaper 





RBH set for European expansion 


By Richard Lapper in London 


ROLLINS Burdick Hunter, the 
US insurance broker, is poised:to 
its European peat operatisas 
with the acquisition of Rotter- 
dam-based Hudig-Langeveldt 
Groep. aot asth new group will 
become the sixth-biggest insmx- 


- ance broker in the 


-Insurance wi 
ee Hudig board said yester 
y that it had recommended 
RBE's offer and would refer it to 





“more traditional 
* ” he . 


: the 
5 Gitiough the customer’ will not 


new top. management in the 
spring, the achievement is a 
ees a aomnt of ¥ ge 
McMahon when the attack on 
costs was launched. But Mid- 


1088 ‘1090 
1 2 1! 
“ag 
1074 «42291182 
988. 188 304 - 





“We've got to 


notice much differenca, it il 
branches 


“the support of 15 Australian insti- 


tutions. : 
Mr. Peter Van Wijngaarden 

National Mutual investment 

AIN consor- 


its ‘sharehotders, which include 
Amsterdam-Rotterdam Bank and 


eee atic las toa 
Satinisive: sarees weet te 


next 
Aon’s RBH subsidiary has 
offices throughout 





380 
1218 
M02 +<. 529---- 481: 









5 
Beg 
u 


ef 


fe 

: 

BF 
a 
zg 


Ee 
i 
i 
Pepe 


i 
ale 
Bele 

ak 


f 
a 


ge 


i 
Ht 


at 
a 
i 
Be 
F 

i 

























others. This 
would be more 


. far-reaching than 

1 My Midland's 

the vist 
644 

1196 1195 Union to 


The 
other 


ommercial 
to cross-sell 


that the has oa 253m of 
group 
distributable reserves, which 









4 
is the level of its provisions 
against Third World debt. 
Although Midland euummaies 


eee > 
EERE 






al 








group, and the 
cial Newspapers eo a 
headed by Mr Tony O'Reilly, the 
Irish chairman of Heinz, the US 
foods group. 

‘There is parliamentary opposi- 
tion to the involvement mm the 
chairman of the privately owned 
Consolidated Press Holdings 
media and industrial . 




















at Barclays de Zoete Wedd, said 
Huig’s strength in’ German: 
made it an attractive target. Wi 
insurance brokerage relatively 
underdeveloped, the German 
market {s Tegarded as “the mar- 
ket to be in’ 

The deal is a setback for Sedg- 
wick ae the UK insurance 
broke aogetiae Bedig. The 

in acq lu 
Dutch company's local 




















siastic about the link. The indica- 
tions yesterday were that 
had heen outbid The 








Maxwell stakes 


Goldman said that 31.2m 
shares in MCC and 40m shares in 
Mirror Group were held ae Bonet 


“Sie Companies Act reulres 
req! 
that such interests should be dis- 
closed unless the holder is a 
bank, an insurance company or a 
Goldman’s subsidiaries 
are two which qualify 
as stock 


Gold- 
man Sache & Co in New York 


Analy: sts Believe’ UK clearing bank’s oor results could mask encouraging trends 
The silver imine to 
Midland’s cloud. 




















Midland’s new men at the helm: chairman Sir Peter 
Walters(lefi) and chief executive Mr Brian Pearse 
a oes 









Stratford-upon-Avon 
London Manchester Southampton 
Telephone: (0789) 204288 or 061-932 5177 
















Hanson 
profits 

edge up 
to £967m 


By Roland Rudd in London - 


HANSON, the sonnets me 
conglomerate with a cent 
stake in Imperial Chemical 
Industries, saw its taxable prof- 
its edge up for the nine months 
to June 30 from £998m to £967m 
($1.6bn). 

‘The figure, in line with market 
expectations, was significantly 
below the 26 per cent profit 
increase in the comparable 

last year. 

Hanson, chairman, said: 
“We believe the recession has 
reached its nadir, but its effects 
will be felt longer than most 
anticipated, probably for another 
12 months.” 

Hanson’s advisers were quick 
toe compare the conglomerate’s 
profit increase with the 31 per 
cent profit fall in ICTs first-half 





and the Mirror Group deal 
through Goldman Sachs Interna- 

neither of which qualify 
fi nods said the holdings had 
been dleclosed as soon as the 
oversight had 


been known, 

Through much of his business 
career Mr Maxwell has been an 
inveterate deal-maker taking 
Strategic stakes in a diverse 
range of companies. He concedes 
that be sometimes make mis- 
takes but belleves he is ahead 
about 90 per cent of the time. 
Lex, Page 12 





boosted by acquisition 
This included a nine-month con- 
tribution from Peabody, the US 


Cavenham Forest Industries, 
which Hanson acquired through 
a $1.3bn swap for its 49 per cent 


By quarter of next 
year those contributions will 
have been usted. sts 


Analysts believe Peshody and 
Cavenham are making yearly 
operating profits of around 
$800m and $1 


Republic of Poland 


Ministry of Privatisation 
Invitation to Negotiate 


PRIVATISATION OF NZPT-BRZEG $.A, 


As past of the Polish Government's Privatisation Programme and in accordance with 
Article 23 of the Act on the Privatisation of State-Owned Enterprises 1990 (“Privatisation 
Act”), through its advisor CA Investment Banking AG, an invitation is extended by the 
Ministry of Privatisation (“the Ministry”), acting on bebalf of the State Treasury of the 
Republic of Poland, to interested parties with proven experience in the rapeseed processing 
industry to record and therealter pursue their interest in purchasing a majority interest in a 
newly incorporated joint stock company known as NZPT-Brzeg S.A. 

In addition to the proposed sale of 2 majority interest in NZPT-Brzeg S.A. to an industrial 
purchaser, employees of NZPT-Brzeg S.A. and traditional suppliers will be offered shares in 
the company in accordance with the Privatisation Act. 

NZPE Biseg A: Ws lenin’ pvocesnor’ of rapsssecla-rocinclny iabested weal raw and 
edible oils and margarine, 


‘This invitation is extended as part of the privatisation initiative for the Polish food sector 
currently undertaken by the Ministry, which has retained CA Investment Banking AG as 
its advisor on the privatisation of this industry sector 

Manufacturing companies (principals only) should record their interest in the above matter 
by contacting the undermentioned transaction manager whereupon they will be sent a 
confidentiality agreement for execution as a condition precedent to their receiving an 
information memorandum on NZPT-Brzeg 5.A, 


‘The Ministry reserves the right to alter or amend the above details at its sole discretion. 
Inquiries should be addressed to: 
LONDON 
James Riley-Pitt or Guy Verduystert 
CA Investment Banking AG 


VIENNA 
CA Investment Banking AG 
29 Gresham Street, London EC2V 7AH Dr Kari-Lueger-Ring 12, A-1010 Wien 
Tel. (4471) 822 2703 Fax: (4471) 822 2610 ‘Tel: (431) 531 8430 Fax: (431) 639 260 


CA INVESTMENT BANKING 





INTERNATIONAL COMPANIES AND FINANCE 
First-half |Harpener recovers from : 


Hoogovens’ profits fall sharply 


By Ronald van de Krol in Amsterdam 


HOOGOVENS, the Dutch steel 
and aluminium group, reported 
a sharp drop in first net 
profit and cautioned that it 
probably would break even in 
the second half of the year. 
Lower European steel prices 
caused by the recession in 
basic metal-working industries 
was the main reason behind a 
65 per cent decline in net profit 
to F155m ($28.2m) from F1 155m 
in the same period last year, 


Hoogovens said it foresaw no - 


revival of demand for steel and 
aluminium in the second haif, 


so did not expect to see a profit 
in the period. : 

“In other words, barring 
unforeseen circumstances, 
profit for the full year 1991 will 
not differ greatly from that for 
the first half-year,” the com- 
pany said. 

The company’s shares fell by 
F12.00 on the news to close at 
F158.80. In 1990, Hoogovens’ 
net profit from normal busi- 
ness operations, which 
excludes extraordinary items, 
slid by 28 per cent to 
Fi 292m. 


This prompted the company 
— the Netherlands’ only steel 
producer — to cut its dividend 
by nearly 26 per cent and to 
caution that 199% resuits might 
fall substantially. 

In the first half, Hoogovens' 
steel division swung into a loss 
of Fl39m compared with a 
profit of F1120m in the 1990 
first half. 


Aluminium posted a profit of 
Fl57m, down slightly from 
Flé@2m a year earlier. Overall, 
group turnover fell by 4.6 per 
cent to Fl 4.1bn. 


Deliveries of rolled steel 
products were down by 53,000 
tonnes at 2.3m tonnes. At the 
same time, however, prices fell 
because of slack demand and 
because of greater competition 
from outside western Europe. 

Hoogovens said that 
althongh the ane division 
wi probably raise 
its sales volume in the second 
half, prices are expected to 
remain under pressure. It said 
that conditions on the alumin- 
dum market had deteriorated in 
recent months. 





Gardini acquires 14.4% stake in SCI 


By Alison Maitland in Paris 


MR RAUL GARDINI, who was 
ousted as head of Italy’s Fer- 
Tuzzi group in June, may re- 


uropean 

purchase of a 14.4 per cent 
stake in Société Centrale d'In- 
vestissement (SCD, a French 
investment company. 

SCI is the main investment 
vehicle of Mr Jean-Marc 
Vernes, the French banker, 
whose family holds 15 per cent 
of the company. Together, Mr 
Vernes and Mr Gardini, who 
are long-standing friends and 
business partners, say they 
intend to take control of SCL 

The investment company 
has an estimated FFrébn 
($L.01bn) to FFr7bn at its dis- 


posal, as a result of the 1939 
takeover by Suez, the French 
financial conglomerate, of Mr 
Vernes’ Compagnie Indus- 
trielle and Groupe Victoire. 

SCI already has property 
interests and may look for 
prime commercial sites in 
Paris. Mr Gardin! may also use 
his new French base to make 
investments in European com- 
panies, i in the food 
and chemical sectors. 

As part of the divorce settle- 
ment with Ferruzz, interests 
associated with the Gardini 
family have obtained over 
F¥r2bn in cash, about half of 
which is estimated to) have 
been swallowed up by the pur- 
chase of the SCI stake. 


He and Mr Vernes will also 
be in a position to support 
other key sharebolders in SCI, 
such as Navigation Mixte, the 
food to financial services con- 
giomerate, in any takeover bat- 
tles that might arise. : 

Mr Vernes and Mr Fournier, 
the head of Navigation Mixte, 
have given each other financial 
support in the past, during the 
Suez bid for Victoire and the 
Paribas bid for Mixte in 1989. A 
few weeks ago, Mixte increased 
its stake in SCI to 15.6 per cent. 

Mr Vernes said his family 
would keep its stake in SCI at 
15 per cent, leaving Mr Gardini 
to buy a further 20 per cent 
plus shareholding to jet them 
take joint majority control. 


Of his 14.4 per cent holding, he 
bought 9.6 per cent stake 
directly from Montedison, the 


Ferruzzi chemical group, and 
the remaining 4.5 per cent 
through Herat, the Gardini 
ily holding company. 
If the ini-Vernes part- 
nership acquires control, it will 
offer minority shareholders, 
believed to hold about 30 per 
cent of SCI, , the option to sell 
at a guaran price. 
A block of about 60,000 
shares, or about 3 per cent of 
the SCl share capital, was 
traded yesterday at FFr3.190 
before buyers pushed the share 
price to its daily permitted ceil- 
ing and forced a suspension of 
trading. 





Weak oil prices push Ultramar to £22m loss 


By Deborah Hargreaves 


WEAK OIL prices which 
caused stock losses of close to 
£60m ($84m) at Ultramar, the 
diversified UK oil and gas com- 
pany, pushed it into a £21.6m 
joss for the first six months of 
1991, from a profit of £37.2m in 
the same period in 1990. 

Stock losses of £48.9m com- 
pare with a gain on stocks of 
£12.6m_in the first half last 
year. When these effects are 
stripped out, Ultramar saw an 
improvement in its net profit 
to £27.3m from £24.6m. 

The company’s sales revenue 
slipped to £886.4m from 
£899.5m. . 

Ultramar said yesterday it 
would cut its capital expendi- 
ture budget by $100m this year 
to $385m to reduce its debt: 
equity ratio, which has jumped 


to 87 per cent from 77 per cent 
at the end of last year. 

“We are putting a higher 
premium on present perfor- 
mance rather than future 
growth for the time being,” a 
company official said. 

The company has also intro- 
duced a cost-cutting pro- 
gramme and a hiring freeze in 
an attempt to reduce its gear- 
‘per cout by the'yearend. 

per cent by the 

One of Ultramar’s difficulties 
is that many of its North Sea 
investments will not yield oil 
and gas for at least another 
five years. 

Ultramar is seeking to dis- 
pose of some of these assets in 
return for investments where 
output is scheduled to begin in 
the next couple of years. 


It is expected to sell its 20 
per cent stake in the Franklin 
gas field in the North Sea, pos- 
sibly to British Gas which is 
also involved in the field. 
Franklin is due to start produc- 
tion by 2000. 

Ultramar said the Markham 
gas field, in which it has a 35 
per cent interest, would start 
up in October next year. This 
could mark the first export 
of gas to continental Europe 
once government treaties are 
finalised. 


The company suffered from 
weak North American markets 
where its refining operations 
in eastern Canada made a 
stockholdin; 

In audit pees t 

ion, a 3 per cen 
in demand for petrol in cane 


But the Canadian market 
should see a further 2 per cent 
to 4 per cent decline in the 
argh preduetia : 14 
action rose 14 per 
cent to 116,100 barrels of oil 


advance 
for Novo 
Nordisk 


By Hilary Barnes 
in Copenhagen 


NOVO NORDISK, the Danish 

insulin and industrial enzymes 

Producer, increased pre-tax 

profits and sales in the first 

half of the year and directors 

are optimistic about the fall- 
results. 


year . 

Sales in the first half were 
up at DKr4.49bn ($663m) from 
DKr3.98bn and pre-tax profits 
from Durdedm to: DETONsm: 
Earnings per share advanced 
to DEri4.39 from DKri2.77. 

The 5 share price 
moved up DKré to DKr474 
after the release of the interim 
The com fiman 

company expects - 
cial costs to be reduced in the 
current half, followmg a suc- 
cessful share issue this sum- 
mer, which raised DKr1.65bn. 

Sales by the health care 
group increased by 9 per cent 
to DKr3bn, despite disposals. 
The increase was mainly due 
to higher volume sales of insu- 
lin and gynaecological prod- 


Novo Nordisk's genetically 
engineered human insulin was 
approved for sale in the US by 
the US Food and Drags Admin- 
istration on July 1. 

The bio-industrial group’s 
sales increased by 24 per cent 
to DKr1.33bn. Total costs rose 
by 5 per cent, capacity costs by 
15 per cent, but raw material 
costs fell 20 per cent. 


Pechiney sales 
decline 5.4% 


PECHINEY, the French 
state-controlled metals and 


packaging eroup, has reported 
that its first- 1991 consoli- 
dated sales dropped 5.4 per 
cent to FFr38bn ($6.45bn) from 
FFr40.2bn in the same period 
of jen. Reuter reports from 
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Werner Rey’s attentions 


Andrew Fisher on the German group’s progress to profitability .; 


tT Heinz Sippel has 
seen it all before. 
“Don't launch rockets 


- they explode,” says the 
sprightly 68-year-old banker 
about companies which soar 
too high and then crash to 
earth. 


Mr Sippel Is the new chief 
executive at Harpener, the 
German property and 
industrial company which 
became part of the Swiss-based 
empire of Mr Werner Rey. 

Harpener has been left with 
a DM249m ($144m) hole in its 
Gnances following Mr Rey's 
involvement. It has thus 
claimed DM200m from Omni 
and Mr Rey and is also 
considering whether to sue 
Harpener's former directors. 
‘The state prosecutor’s office in 
Dortmund, where Harpener is 
based, is making its own 
enquiries. 

The murky tale has been set 
out in painstaking detail by 
Arthur Andersen, whose 
Diasseldorf office produced a 
98-page report on the deals 
which Mr Rey caused to be put 
through Harpener as he used it 
for merchant banking 
activities. 

Arthur Andersen concludes 
that the former three-man 
board (two of whom were put 
in by Mr Rey) neglected its 
duties under German company 
jaw, as did Mr Rey as the 
supervisory board chairman. 
The main was caused 
by Harpener's purchase from 
Omni of a big minority stake 
in International Leisure Group, 
the collapsed UK holiday and 
airline company. 

of 's claims against 
Omni, which collapsed in 
March, DMi3im_ relates 
to ILG; this is half the 
DM90m purchase price, the 
rest to have been paid later. 


The steep rise and sudden 
collapse of ILG ~ and for that 
matter of Mr Rey's empire - 
reminds Mr Sippel of the 10 
years he spent at Hessische 


the ILG deal been shown to the , 


supervisory board. > 
Arthur Andersen says Mr. * 

Rey was under a clear conflict { 

of interest in his position as’ , 


r t 
Landesbank in Frankfurt bead of Omni and chairman of". 
cleaning up the mess left by Harpener's I board. 

ill-considered pro; deals. Through his strong . 


perty 5 
wrinting up’ of Neue, Heimat, 

i up of Neue 
the trade union-owned housing 
concern which ran into severe 
financial trouble in 1986. 
Harpener, asserts Mr Sippel, is 
in no danger of failure. 

“The Rey adventure has not 
overturned Harpener, but it 
has injured it”. 

The Omni-induced losses left 
it with a net loss of DM9%m 
last year; in 1989, it made 
DM4lm profit. On its main 


involvement in the ILG.- 
, he went beyond the’ - 
bounds of advice anjl 7 
supervision. ote 
Moreover, the executive,- 
board should have taken more * 
notice of the critical report by ~ 
managers, rather than just... 
hiding behind Omni's . 
guarantees. It should also, ; 
Andersen reckons, have been , 
fully aware of how the Guif- 
crisis could affect ILG, since. 
the deal was concluded last.‘ 














, energy and December. : 
Ficeene, Harpener i So far, Mr Sippel notes with, 
pre-tax profits by 2i percent to some surprise, only a few. 
DM98m. This and the release of shareholders have turned up at . , 
DM72.5m from reserves Harpener's headquarters to’; 
covered part of the losses. scrutinise the Andersen report. 


Mr Sippel. flanked by two 
new board members who are 
both less than half his age — 
the previous board was forced 
to resign this year — reckons 


two years, as profits grow in 
its basic businesses. 

Even so, it will still bear the 
financial scars of the 
disastrous involvement by Mr 
Rey. The Andersen report 
minces no words in exp! a 
its view on Mr Rey and his 
colleagues, i over the 
ILG episode. “The transaction 
was concluded too hastily 
without an adequate judgment 
of the value of HPI/ILG and the 
felrngss of the purchase price 
paid.” 

Nor had Harpener’s internal, 
“extremely negative 
evaluation” of a report 
prepared by accountants 
Coopers & Lybrand Deloitte on 


But those who feel strongly. * 
enough will be able to have, 
their say at the company’s, . 
annual meeting next Thursday, . } 


r Sippel and his team” ‘ 

is Harpener’s future. 

The 81 per cent stake 
held by Omni is in the hands df ; 
two banking consortia, one’; 
headed by Swiss Bank’ 

tion and the other 

Banque Paribas of France. 
Both were involved with Omni: 
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Electricity supply crossholdings predicted “ 


By David Goodhart in Bonn 


The company said that a 2.1 
cent drop in dollar 
Felative to the French frane eee LEADING French and 
during that period contributed | Pontes look foemsbenae 
to the decline. If the exchange small 


rate had remained constant, 

the revenue decline would 

have been only 2.3 per cent. 
Manufacturing 

have declined by 1 cent on 

os constant exchange-rate 


three German electricity 


OM Holzer said that before 
the end of the year Electricité 


de France would exercise its take 75 per cent of that new.” 
company. 3 


option to take a 15 per cent 
stake in VEAG Berlin, the 
newly established company 
wi is taking over the east 
German electricity supply 


The main German utilities - 
PreussenElektra, RWE and 
Bayernwerk — are expected to 


wy 
eta 


In return for a share in the: 





Assets 


Cash and due from banks...... 


June 30, 
1991 


1980 


Liabilities and 


fin thousands of US$ axcept per share data) 


$ 308,311 


Interest bearing deposits 


with banks... 





8,913,526 
459,160 
7,729,958 
143,369 


368,173 


8,516,975 


233.672) __(253.137) 
8,670,032 


3,283,303 


1,617,680 
871,441 
316,712 
498,765 


664,383 


$29,674,791 


731,009 
8,923,169 


$ 318,920 


8,862,201 
385,230 
6,352,911 
59,467 


Acceptances 

Accrued interest 
Due to factored cli 
Long-term debt .. 


2,010,434 
386,659 
336,758 
485,022 
600,217 

$29,198,860 


Stockholders’ Equity 





Stockholders’ Equi 
Shmnaatve wears seen 


- $29,674,791 
—s 


$ 807,190 
127,971 


9,275,844 


$ 830,776 
71,967 


sae 
19,246,423 


173,217 
529,451 
730.835 
1,890,428 


533,925 
599,641 
1,616,145 


$29,108,860 


The portion of the Investment in precious metals not hedged by lonvard sales was $6.2 miffion and $12.0 milfion in 1891 and 1990, respectivety. 


Summary of Results 
(in thousands of USS except per share data) 


Net ir 


income 
Cash dividends declared on common stock 
Per common share 


Nat Income 
Primary 
Fully dituted 


Cash dividends declared 
Average common shares outstanding 


Primary 
Fully dituted 


‘Six months ended 
June 30, 
1991 1990 
$ 111,071 $ 97,091 
S$ 24168 $ 21,396 


$ . 2.74 
$ 2.92 2.74 
$ -70 66 


34,438 31,655 
35,091 31,655 


Three months ended 
June 30, 


1991 
$ 


World Headquarters: Fifth Avenue at 40th Street, New York, New York 10018 
Member Federal Reserve System/Member Federal Deposit Insurance Corporation/Member New York Clearing House Association 
* MEXICO CITY © MIAMI» MONTREAL + NASSAU) 


BEVERLY HILLS » CAYMAN ISLANDS © LOS 


YORKSHIRE 
BUILDING SOCIETY 
£165,000,000 
Floating Rate Notes 
Due 1994 
(Comprising £100,000.000 floaing 
nite ner oa 1994 issued on 10th 
February [989 and a further 
465,000,000 floaring rate notes due 
£994 issued on 14th June 1991 
cuusolidated and forming a single 

series therewith), 

In accordance with the terms and 
conditions of the Notes, notice is 
hereby given that for the three 
months interest peried from (and 
including) Ich August 1991 to (but 
excluding) [4th November 1991. 
the Nowes will carry a rate of interest 
of MLL vem per annum. The 
relevant interest payment dat¢ will 
be [4th November 199) and the 
coupon amount per £50.000 Note 
will be £1.398.90. 

Hambros Bank Limited 
Agent Bank 


ANGELES 
BUENOS AIRES ¢ * * PUNTA DEL ESTE © Fi DE JANEIRO « SANTIAGO « BEIRUT: 
LONDON © LUGANO « LUXEMBOURG » MILAN * MONTE CARLO. 


REPUBLIC NEW YORK CORPORATION OWNS 48.6% OF SAFRA REPUBLIC HOLDINGS SA, WHICH IS ACCOUNTED FOR BY THE EQUITY METHOD. 
ON A FULLY CONSOLIDATED BASIS, TOTAL ASSETS EXGEED $36 BILLION AND TOTAL CAPITAL, INCLUDING MINORITY INTEREST AND SUBORDINATED DEBT, EXCEEDS US$3.5 BILLION. 


® 


The Council of Europe 


Over-Population in Europe 
U.S, $20,000,000 
13 per cent. Notes due 1991 

In accordance with Condition 7(a) of 
the Terms and Conctions of the 
Notes, the Issuer has electad to 
tedeem tha Notes on Zard August, 
1991 in ECU. The redemption 
amount for each U.S. $1,000 and 
U.S, $10,000 principal amount of 
Notes will be ECU 767.17 and ECU 
7,671.70 respectively. 

By. The Chasa Maotaiten Basak WA. 


‘Longoa 
Fiscal Agent 


August 15,1581 CHASE 


'« GENEVA © GIBRALTAR « GUERINSEY 


PARIS = ZURICH * HONG KONG « JAKARTA « SINGAPORE « TAIPE] « TOKYO. 





Notice of Redemption 


BERGEN BANK A/S 
YEN 3,000,000,000 7 per cent Bull Bonds due 1993 
YEN 3,000,000,000 7 per cert Bear Bonds due 1993 


gant Bear Notes due 1983 at 100.00 par cent of their principal amount, 
‘The Noles should be presented and surrenderad to the paying agents (as 
shown on the reverse of the Notes) on the Redemption Date. 


75th August, 1997 
By: Citbank, NA (CSS! Dep) 
London Panepal Paying Agent 


CIBAN@ 
















Consolidated Statements of Condition 



















































Avlowance for possible loan 









































Republic National Bank of New York (Gi 


EUROPEAN INVESTMENT BANK 
USD 500,000,000 
9.125% Bonds, due 2nd August, 2000 


Notice is hereby givan to bondhoiders that during the twelve-month 
period ending 2nd August, 1991, USD 77,500,000 of European 
peesentes ee ae Bonds of 1990, due 2nd August, 2000 have 


pur 
As of 2nd August. 1991, amoul 
of ain . ute, principal int of such Bonds 
USD 482,500,000 
Luxembourg, 15th August, 1991 
EUROPEAN INVESTMENT BANK 


losses (12, 7,215) 
Loans (net) 1211,646 | 197,721 Shareholders’ Equity 

Common stock 89,155 

Surplus 819,578 

Premises and equipment 48,470 50,206 Retained earings 80.363 
Accrued interest racelvable 102,074 rai,1aq: Lone eheres held in treasury SS 
Other assets 71,291 47,073 oa sees aid eauity 292,096 

Total assets $8,560,914 | $7,183,730 shareholders’ equity 





Summary of Resutts Six months ended 
Qh thousands of USS except per share data) —__vuna 30, , 

1991 1990 1991 1990 
Net income $ 40511 $ 34,205 $ 21,006 $ 17,505 
Nat income per common share § 228 $ 1.92 $ 1.18 $ oss 
Average common shares outstanding (in thousands) 17,799 17,831 17,799 17,631 


Safra Republic Holdings S.A. 
32, Boulevard Royal ~ 2449 Luxembourg — Tel. 4793 31 310 — Fax 4793 31 226 — Telex 3320 RNBNY LU 


Banking Subsidiaries 
National Bank of New York (Suisse) S.A.: Head office in Geneva and branches in Lugano, Zurich 
Republic National Bank of New York (France): Head office and 3 branches in Paris and 1 branch in Meneses 
Repubfic National Bank of Naw York (Luxembourg) S.A: Head office In 
iuernsey) Ltd. 
Republic National Bank of New York (Gibraltar) Lid.: Head office in Gibraltar 


Affiffate 
Republic National Bank of New York in New York and 28 baniing locations around the world 

























June 30, Liabilities and 
Assets 1991 1990 Shareholders’ Equity 71991 1990 
(in thousands of USS except per share data) a 

Cash and due from banks $ 54,221 $ 64,003 Crtent deposits $4,786,469 
Interest bearing deposits Bank deposits 1,017,618 1,102,238 

with banks 3,412,267 | 3,039,170 Total deposits 6.817469 | 5,898,697 
Precious metels 826 1,428 Short-term borrowings 561,297 110,949 
Investment securities 3,658,442 2,708,978 accrued interest payable 82,221 80,285 
Trading account securities 3.677 13,908 Other liabilties 86,956 40,222 
Loans, net of unearned Long 

income 1,223,938 1,144,936 orem abt bad 


























$7,183,730 











.: Head office in St. Peter Port 


Shawmut Corporation 


U.S.$50,000,000 
Floating Rate Subordinated Notes 
Due 1997 
Notice is hereby given that the lncerest 
6.12586 and at de career payable onthe racer Pee fe a 
Dace Novernber 15, [991 No. 27 in respect of 
{US$10.000 nominal of the Noves will be US$156,53, 
15, 1991 London 


By. Citibank. NA (CSS'Depr), Agent Bank = OFTIRAN(G) JE: 
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‘INTERNATIONAL CAPITAL MARKETS 


‘German bonds rally after 


eae hint on interest rate rise 











GERMAN government bonds 
{ rallied yesterday as the Bund- 
esbank gave an indication at 
its regular securities repur- 
by chase tender that {t will proba. 
bly, raise interest rates today. 
While a rise in interest rates 
is ‘normally bad news for 
borfds, concem about the level 


nei 
x GOVERNMENT 





hefére closing at 84.81. Turn- 
over in Liffe bund options 
reached a record level, with 


A CASE involving the rights of 
tninority shareholders threat- 


, By Sara Webb in London and Patrick Harverson in New York 





BENCHMARK GOVERNMENT BONDS 






































Wea Week Month 

Compen Date Price Change Yield ago ago 
AUSTRALIA T2000 3v01 1081977 0.001 16 1085 1083 
BELGruM W000 GHO0 103.8000 +0.150 Ce ee 
CANADA > a7so 1301 1000800 +020 886973 876. 
DENMARK $000 31700 = SBO250 +0.100 $31 om 926 
FRANCE — BTAN 8000 (OMG «~SBRA7S +0008 929 «931 = 921 
Gat 9.500 01701 1024009 +0.150 9.08 9.10 9.05 
GEAMANY Ba75 Gor 99.1300 +0.070 650 6S? as 
iTaty 12500 GOT 7.0KG «+0000 = 1346 13421523 
JAPAN No 119 4200 Oo | BaTTSR +0180 661 663 7.17 
No 139 400 G00 so.8aIG +0201 Ce ee Ce) 
NETHERLANDS 8500 OMI s700Q00 +0270 ea 68 876 
SPAIN 11500 0796 8699p 87SS 0.105 1196 11.93 11.82 
UK GETS 10800 11786 OB-18 1010 1009 10.26 
19000 201 «895 +232 10.04 1001 10.21 
ood oS Sid +2 a7o 878 9.96 
US TREASURY * 8000 0501 100-22 «+ 20ne 7ae 787 B26 
8125 os21 wey oF 1Us2 B14 6.18 84S 

Londan ciosing. “denotes New York morning session ‘Yields Loca! market standard 
Prices: US, LIK in 22nds . others in decimal Tacnoical Data ATLAS Price Sources 





nearly 30,000 contracts traded 
yesterday, indicating that trad- 


ers are e: the market to 
be jglatile. 

= government bond prices 
edged up, supported mainly by 


foreign Piasticational buying, 
Traders said many investors 
Were Waiting to see what the 
Bundesbank decides to do at 
benchmark 11% per cent gilt 
due 2003/07 opened at 1114§ and 
traded up to 111% by late after- 
noon to yield 10.01 per cent. 

g@ IN NEW YORK, bond prices 
Tose sharply across the matu- 
rity range yesterday morning, 
after goo good inflation news 
raised hopes of further interest 
rate cuts. 

By midday the benchmark 
30-year bond was up # at 1004, 
yielding 8114 per cent. The 
two-year note was equally 
firm, up % at 100%, to yield 
8.114 per cent. Trading was 
Said to be very active. 


so doing misinterpreted the 
exchange’s ethical code, said 


The Labor Department's 
report that consumer prices 
rose 0.2 per cent in July 
sparked a round of heavy buy- 
ing in the bond markets. The 
Tise was slightly smaller than 
expected and confirmed that 
inflation has so far shown no 
Sens of picking up alongside 

the modest economic recovery. 

The inflation figures mean 

that if the Federal Reserve 
wants to cut interest rates, it 
has the room to do so, 
analysts yesterday. After the 
recent easing in the Federal 
funds rate to 5% per cant, the 
market is now for a cut 
in the discount rate. 
@ JAPANESE government 
bond prices firmed on hopes of 
lower short-term interest rates. 
The yield on the benchmark 
No 129 JGB, which has a cou- 
pon of 6.4 per cent, opened at 
6.455 per cent and closed at 
6.435 per cent, bringing the 
bond price close to par. 


E 





Ruling ‘threatens credibility of SE’. 


By Hilary Barnes in Copenhagen 


made now to minority share- 
holders, the offer would cost 


Late rush 
for shares in 
Australian 


bank offer 


By Kevin Brown in Sydney 


THE FLOTATION of 29.75 per 
cent of the government-owned 
Commonwealth Bank of Aus- 
fralia appeared to have been a 
Success yesterday, following a 
late rush of applications 
for small parcels of 


The bank said the offer was 
“clearly oversubscribed,” but 
was unable to be more precise 
until applications from thou- 

branches 


sands of across the 
country had heen collected and 
processed. 


four times and forecast a pre- 
mium of up to A$1.10 over the 
4$5.40 offer price when the 
shares are on the Aus- 
tralian Stock Exchange next 
month. 

The bank said 56 per cent of 
the 239.3m shares being sold 
would be allocated to small 
shareholders, in parcels 
of 400, priced at A$2,160. The 
balance will be taken up by 
Australian financial institu- 


The only segment of the 
offer which was undersub- 
seribed was the 8m shares set 
aside for the bank’s 48,000 


The offer was barred to 
Overseas investors because of 
wmease about the part-privati- 
sation of the bank among 
left-wing members of the gov- 
erning Labor Party. However, 
the bank is widely expected to 
be fally privatised following 
the next federal general elec- 
Hen. due in 1993. 

Mr Phil Leslie, a member of 
the bank's flotation task fore, 
said the share register would 
probably include more than 
200,000 investors. 

The flotation will raise 
A$1.3bn to boost the bank’s 
capital, following its takeover 
of the troubled State Bank of 
Victoria iast year. 

The flotation” values the 





Autumn starts planned by exchanges 


By Tracy Corrigan 


uchanges in Belglurn aed Ans 
jum Aus- 
tria, originally due to start 
trading in May. now plan to 
open their doors early this 
autumn. 

the Belgian 


have experienced 


“They are trying to be very 


ing and clearing side,” sald one 
derivatives expert familiar 

with the . For exam- 
ple, the Belfox system will 
include a facility for competi- 
tive trading of block orders 
at on an auction mecha- 


ihe Clearing system, at cli- 
ent level, will allow Belfox to 
separate each client's —— 
which prevents open posi! 
being hidden, but is Topistically 
complicated, requiring a large 
number of accounts. 

The following products will 
be traded: a Belgian govern- 


ment bond futures contract 
{the underlying bond is a 


notional 9 per cent 
bond): six individual stock 
options {on Société 


Générale de Belgique, Electra- 
bel, Solvay, Delhaize, and 
ACEC Union Miniere: and 
options on the BEL-20 Belgian 


introduced 
Short-term interest rate 
futures, foreign exchange 
tracts, Ecu contracts and 
options on futures. 

Belfox members are expected 
to include a number of foreign 
banks such as JP Morgan and 


Crédit Lyonnais, which should 
help boost international inter- 
est in the markets. 
fae Otob, the Aus- 
plans to be up 
ST aed ts bella ence 
of this year. A date will be 
fixed after a period of simu- 


Lgust. 

Five options on individual 
stocks (CA-BV Vorzug, EVN, 
Lenzing, OMV and Wienerber- 
ger) will be traded initially, 
with an option on the Austrian 
Traded Index (ATX) planned 
for the end of the year. OTOB 
will provide trading and clear- 
ing facilities for members of 
the Vienna Stock Exchange, 





Steady demand for Citicorp offer 


By Tracy Corrigan 
CITICORP's $1.25bn global 
offering of asset-backed Fonds, 


The reception of the deal, 
priced in the middle of the 
indicated spread range, to yield 
72% basis points ab above the 
five-year US Treasury, was 





INTERNATIONAL 
BONDS 





75 per cent of the deal was 
Placed in the US. The spread 
was considered “fairly aggres- 
sive, but it worked, especially 
when the {US Treasury mar- 


New York said. 

Several European underwrit- 
ers said that interest in Europe 
was better than they had 
expected. According to lead 
manager UBS Phillips & Drew, 


the pricing represented a com- 
promise between 
demand in the US and a lower 
level of interest in Europe, 
allowing a respectable level of 
European placement to be 
achieved. 


The deal was bid at 99.49, its 
fixed reoffered price. 

Elsewhere, General Electric 
Capital raised C$200m of 10 per 
cent five-year bonds via 
Hambros Bank. The deal was 
bid at less 1.77, within 1% 
points fees. 


® Grand Metropolitan, the UK 
drinks group, raised $900m in 
the US debt market yesterday. 





NEW INTERNATIONAL BOND ISSUES 








pores Amount tm. Coupon % Price Maturity Fees Book runner 

‘SuCr.Ca_Meter.Tst Ser.1981-4{c}T 1.25b0 8 99.48 1998  0.375/0.275UBS Phillips & Drew 

CANADIAN DOLLARS 

GenEtec,Cap.Corp(ajt 100 7 tor 1296 14/133 Mambros Bank 

D-MAAKS 

Deutsche Fin.N'lands. Bvia)t 300 ® 101% 1898 hk Qeutsche Sank 

STERUNG 

Chettenham & Gloucester{bst 175 ) 100 1994 4131bp UBS Phillips & Drew 
SConvertibie. @wWith equity warrants. {Floating rate note. tFinai terms. a) Non-callabie. 5} Amount 


wk rivers placement. 
Increased Irom £150m. Coupon pays S-month Libor + 15bp. Non-callable. c} Asset-backed issue. Coupon payable 
Sembannualty. Also issued - $155m tranche of subordinated notes. 





Christiania Bank in NKr300m loan loss 


By Karen Fossli in Oslo 


US bank to 
withdraw from 
trust business 


By Steven Butler in Tokyo 


MANUFACTURERS Hanover 
Trust, the US bank which is to 
be merged with Chemical 
Bank, K, yesterday said it had 
entered discussions with State 
Street Bank of Boston to sell 
its Japanese trust subsidiary. 

The proposed sale, which is 
subject to Finance Ministry 
approval, would mark the first 
withdrawal by a foreign bank 
from the trnst business. 

Nearly all banks in the busi- 
ness saw profits fall in the year 
to end March, 1991. Some have 
incurred large losses, while 
Manufacturers Hanover saw its 
pre-tax profits fall 53 per cent 
to ¥214m. 

State Street said it recog- 
nised the mainstream trust 
business was currently not 
very profitable. However, State 
Street was looking for ways to 


types of asset management. 
State Street is a specialist 
bank which has a large busi- 
ness in processing securities 
and record keeping for for us 



































Indlation rate 10% Over Syrs. 



























































FINSTAT, the Financial Times Statistics Service, offers a unique 










ene the credibility of the a review KE's major shareholders, Com- | bank ee 4 placing it se isa re ae sian 10 er ectal'| Doiiel ee es 
penhagen Exchange, e case arose when 40 per mercial Holding and Sparekas- among \ustralian Bank, Norway’s ania. Until now the k, senting 10 per cent of to funds. 
according to a ruling from the cent of the shares in Norden, sen Sydjylland, a total of companies by capitalisation. second bank, has suf- which has experienced credit loans and 26 per cent of actual Tokyo branch ol ast yer, 
Ministry of industry appeal the property company, were DKri44m ($2im), according to { _ The offer price was equiva- | fered a Joan loss fol- losses in almost every area of and estimated first-quarter ie 
board. sold to another property com- Brancor. lent to 18.6 times the | lowing the of ship- its operations, had looked upon _loan lesses. the discussions with State 
The board reviewed a com- pany, mipbenhavaske Ejen- “In the longer things depressed level of carnings in ping group & Eger, shipping as one of its most The bank is due to announce | Street were unrelated to its 
plaint raised by Brancor Secu- Gomssociatet 1989 with like this can place the credibijj- | 1990-91, but up to 82 ‘whose majority owner, Mr Nils solid business engagements. first-half results on August 22, agreement to merge with 
rities, the Co) securi- no offer made ie amon ity of the Stock | analysts’ forecasts for | Jorgan Astrup, is under inves- — Christiania’s credit losses but was forced yesterday b by It said it wished to 
ties firm, on behalf of foreign shareholders. , at home and inter- | the current year, which have been test in the fin- stock market speculation to | focus its Ji business on 
investors. The stock exchange If the review board's conclu- nationally, at risk,” said the | vary from A$510m to| The loan loss is a ancing, real estate and com- release the shipping loan loss | more profital brea aad Capt: 
Tejected the complaint and in sion leads to an offer being appeal board. 45550. considerable blow to Christi- mercial services sectors, repre- figure. tal markets activities. 
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@ For sattlement 
For rate indications see end of 
London Shere Service 

Call: Bralthwalle, Brown & Jack- 


Res. Puts: None. Puts & 


Crest Nicholson, Natl. Home 


Loans. 


HTV, Kunick, Medeva, 
Microvitec, Next, Pathfinders 
Group, Racal Telecom, Tuskar 


FwE Piwewesen TONEM REATAOTICD BEAVICE 


FINS TAL 


range of electronic information relating to the FT-Actuaries Share Indices. 
Your PC can now access all of the actual statistics used in calculating 
this important series, bringing new accuracy to your analysis. 


Printed details are also available. 
For further information contact FINSTAT on 071-702 0991. 
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Bowling Green Company Limited 
West Bay Street 
P.O. Box N-7788 
Nassau, Bahama Islands 


THE DREYFUS INTERCONTINENTAL 
INVESTMENT FUND N.V. 


On Juty 17, 1991, The intercontinental Investment 
Fund NV. (the “Fund") completed a plan of liquidation 
under which Stockholders of the Fund became 

of The Dreyfus Fund International Limited 
(‘Internationai”) by the transfer of the assets of the Fund to 
Intemational, subject to full satistaction of creditors, in 
exchange for shares of Common Stock of International. 
The Intemational shares received by the Fund were credited to 
the Fund's Stockholders on a pro-rata basis. Stockholders of 
the Fund were credited with .172 Intemational shares for each 
issued and outstanding Fund share. 


After July 17, 1991, a Fund Stockholder may redeem 
Intemational shares received pursuant to the reorganization for 
cash at the net asset value per share of Intemational on the 
business day on which the Fund certificates are presented for 
redemption in accordance with Intemationafs redemption 
procedures. 

As shares of intemational are held in non-certificate book form, 
if a Stockholder of the Fund holding a certificate registered in his 
name desires to exchange his Fund certificates, he must 
Present them to Baycom, Inc., Administrator for International, 
393 University Avenue, Suite 1701, Toronto, Ontario, MS5G1E6, 
in exchange for a written confirmation which will indicate the 
number of Intemational shares to which he is entited. In 
connection with the exchange of certificates, confirmation of the 
exchange would be sent to Stockholders by registered mail. 
Holders of Shares of the Fund which were issued in bearer form 
may redeem their Intemational shares by. presenting Fund 
bearer share certificates to Coutts & Co. (Bahamas) Limited, 
Corporate Trust Department, P.O. Box N7788, Nassau N.P., 
Bahamas, together with a letter of instructions. 

Questions and requests for further information about 
Intemational should be forwarded to: 


The Dreyfus Fund Intemational Limited 
c/o Coutts & Co. (Bahamas) Limited 
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ABN AMRO 





Daiwa Europe Limited 





Salomon Brothers Inc 








Bear, Stearns & Co. tnc. 


Lazard Fréres & Co. 


Wasserstein Perella Securities 
A Dhvislon of Grantchester Securities, Inc, 













Salomon Brothers International Limited 
Goldman Sachs International Limited 

Merrill Lynch International Limited 
Credit Suisse First Boston Limited 


Cazenove & Co. 
Lazard Brothers & Co. Limited 


J. Henry Schroder Wagg & Co. Limited UBS Phillips & Drew Securities Limited 





BT Securities Corporation 


Lehman Brothers 


Columbia Gas $805m in 
red after contracts charge 


By Martin Dickson in New York 


COLUMBIA Gas System, the 
large US gas transmission busi- 
ness which went into Chapter 
11 bankruptcy protection last 
month, announced a 
second-quarter loss of $804.9m, 
due mainly to a large charge to 
cover losses on long-term gas 
supply contracts. 

Losses on these contracts 
tipped the group into its bank- 
ruptcy filing. The move has 
enabled it to seek a court order 
under which it could reject the 
problem contracts, which num- 
ber more than 4,000. 

When its difficulties emerged 
in June, Columbia warned that 
losses on the contracts could 
exceed $lbn and that a sub- 


stantial proportion of this 
would have to be taken against 
second-quarter earnings. 

It said yesterday that it was 
taking an after-tax charge of 
$765m. This reflected three ele- 
ments: the projected losses it 
would suffer on the remaining 
life of the contracts; potential 
losses stemming from an agree- 
ment with customers helping it 
cope with gas supplies 
this summer; and the impact of 
its contract rejection on gas 
costs which had previously 
been capitalised and would 
now have to be written off. 

The second-quarter net loss 
of $304.9m — $15.93 a share — 
compared with a loss of $4.6m, 


or 10 cents a share, in the same 
period last year. 
‘The contract problems apart, 


fixed prices for Jong periods. 
Warm weather in recent 
years and an abundance of 
supplies has sharply cut the 
spot price of gas and made 
Columbia's contracts uneco- 
homical. ; 





Shake-up endangers ACM bid 


By Kevin Brown in Sydney 


WESTERN Mining Corporation 
(WMC) and Normandy Posei- 
don, the resources groups bid- 
ding for Australian Consoli- 
dated Minerals (ACM), 
yesterday warned shareholders 
the offer would lapse if ACM 
completed a planned restruct- 
uring of its Mount Keith nickel 


Project. : 

WMC and Normandy Posei- 
don are offering 90 cents a 
share for ACM through Res- 
plendid, a jointly owned bid 
vehicle. The hostile offer val- 
ues ACM at A$211m (US$165m). 

An agreemedt between the 
bidders provides for WMC to 
take full control of the Mount 
Keith project, with ACM's gold 
mines and other assets going 
to Normandy Poseidon. 


Time Warner Inc. 


Time Warmer Inc. distributed to holders of record of shares of its Common Stock, par value $1.00 per share (the 
“Common Stock"), approximately 34,500,000 transterable subscription rights (the “Rights") to subscribe for and 
purchase approximately 34,500,000 additiona! shares of the Common Stock (the “Otfered Shares”), fora price 

of $80.00 per share (the “Subscription Price”). Stockholders received .60 Rights for each share of 

Common Stock held by them as of the close of business on July 22, 1991. The Rights expired 

at 5:00 p.m. on August 5, 1991. All OHered Shares were subscribed for and purchased. 


Subscription Price U.S. $80 Per Share 


The Underwriters of the Offered Shares agreed, subject to cartain conditions. 
to purchase at the Subscription Price any unsubscribed Offered Shares 
following the expiration of the Rights (the "Standby Underwriting”). 


The following number of Offered Shares were subject to the Standby Underwriting arrangements for offer 
outside of the United States and Canada by the undersigned. 


The following number of Offered Shares were subject to the Standby Underwriting arrangements for offer 
in the United States and Canada by the undersigned. 


Goldman, Sachs & Co. 








This announcement appears as a matter of record only. 


July 15, 1991 — August 5, 1991 
Concurrent Worldwide Offering 


34,500,000 Shares 


Common Stock 


3,750,000 Shares 


Nomura International 
S.G. Warburg Securities 


Commerzbank A.G. 


30,750,000 Shares 


Merrill Lynch & Co. 


J.P. Morgan Securities Inc, 
Wertheim Schroder & Co. 
Incorporated 


The deal would give WMC 
secure access to the low-grade 
ore at Mount Keith, in Western 


Mount Keith if offer for 
ACM were 
The offer price for ACM is 7 
























Paribas Limited 


Furman Selz 
Incorporated 














































cents below yesterday's closing 
Price of 97 cents on the Austra- 
lian Stock Exchange, but 18 
per cent higher than the share 
price on the day before the bid 
was last month. 

@ Pacific Dunlop, the diversi- 
fied Australian industrial 
group, said it would not 
increase its A$L15 per share 
takeover offer for Petersville 
Sleigh, an associate of Mr John. 
Spalvins' failed Adsteam 
group, in spite of the rejection 
of the bid by some Petersville 
directors. 


MAS suffers 
operating loss 
MALAYSIA Airline System, 
the national air carrier, has 
reported its first operating loss 
in nine years, despite a 26 per 


cent rise in revenues to 
M$2.9bn (US$1.05bn) for the 
writes Lim 


year ended March, 

Stong Hoon in Kuala Lampar. 
omitted in the Initial financial 
statement issued in June, 


announcement, 
however, MAS said it suffered 
a pre-tax operating loss of 
M$i68m against operating 
profit of M$146m. 
Sales of aircraft and spares 
netted M$370m to produce a 
pre-tax profit of M$202m_ 


control of 
Emerson 
board 


By Martin Dickson 


RIVAL suitors - one 
Canadian and one Swiss ~ are 
seeking boardroom coztrol of 
Emerson Radio, a loss-making 
US distributer of consumer 
electronics. . 

The rivals. are Semi-Tech 
(Global), a Hong Kong-based 
subsidiary of Canada’s inter- 
national Semi-Tech Microelec- 
tronics, and Fidenas Invest- 
ment, a Swiss investment 
group which, with some 145 
per cent of Emerson, is its 
sharehold 


er. 
Emerson, which recently 
announced a second-quarter 
net loss of $41.8m, reached @ 
preliminary agreement in 
Jone to sell a 20 per cent 
to Semi-Tech, nee owner of 
Singer Sewing Machine. 
However, Emerson has said 
that,in view of its poor second- 
quarter results, Semi-Tech 
wants to revise the agreement. 
It would invest $40m in return 
for 17.4m shares and an 
improved warrants ge. 
Meanwhile, it added, 
Fidenas had proposed invest- 
ing between $40m and $50m to 
acquire between 15.4m and 
20.8m shares, with a warrants 
package similar to Semi-Tech’s 
revised plan. 


NWA to pursue 
Pan Am route 


NORTHWEST Airlines, the 
fourth largest US carrier, has 
said it intends to pursue its 
proposed purchase of Pan 
Am's Detroit-London route 
authority, despite this being 
part of the package of assets 
which the bankrupt carrier 
has agreed to sell to Delta Air 
Lines, writes Nikki Tait in 
New York. ; 
Lawyers for NWA objected 
to aspects of the Delta-Pan Am 
agreement at Monday's bank- 


ruptey court hearing. 
Although the bankruptcy 
ed the other 





regula’ 

sary, and Northwest conid file 
objections with the US Depart- 
ment of Transportation. 

NWA operates a hub at 
Detroit. It offered $20m for the 
route last month, or $35m if a 
Los Angeles-Mexico City 


sald yesterday that NWA 


would probably not pursue the 
proposed purchase f this lat- 
ter ant ity. ai 
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Rivals seek | Domtex losses help 


es ate 
contin 


provoke asset sale ‘jeclin€ 


By Robert Gibbens in Montreat 


DOMINION TEXTILE, the 
Canadian integrated textile 
group, has moved into the red- 
and is planning asset sales to 
reduce its Css60m (US3486.Sm) 


igh cotton prices and re-struc- 
ee charges helped push 
Domtex into an loss of 
$128.8m, or C$4.07 a share. for 
the year ended June, 1991 
against a profit of C$ilm, or 19 
cents a share, a year earlier. 
Revenues fell 8 per cent to 
C$1.27bn. : 

Special re-structuring 
charges totalled C$6sm and 
were taken in the final quarter. 
Two thirds of Domtex’s busi- 
ness comes from outside Can- 
ada, with plants in the US, 
Asia, Europe and North Africa. 


On an operating basis, Dom 
an y ve 
tex nearly broke even in the 


final quarter. Denim sales 
gained 14 per cent in North 
America and US yarn sales 


were strong. 

Mr Charles Hantho, ’ presi- 
dent, said while there was hope 
for a turnround, debt reduction 
would receive priority. 

The Montreal head office 
ther asset sales, mainly in Can- 
ada, will follow. 

@ Quebecor, North America's 


second largest commercial . 
Canadian 


printer and a leading 
newspaper publisher, earned 
C$1i.1m in the first half. This 
was down from C$56.4m, on 
never ues of C$116bn, up 3 per 
cent 

Commercial printing did 

held 


forest product operations, 
jointly owned with Maxwell 
Communication were hit by 
low newsprint and pulp prices. 





Sea Containers up 17% 


By Karen Zagor in New York 


SEA CONTAINERS, the US 
container, ferry, leisure and 
property group, yesterday 
turned in a 17 per cent 
improvement in underlying 
second-quarter pre-tax earn- 
ings which rose to $19.7m from 
$16.8m_ last year, before 
extraordinary ; 


time gain of §130m. This came 
from a large asset sale and 
company restructuring which 
had inflated net income in the 
second quarter of 1990 to 
$14L8m or $12.59 a fully diluted 
share. 
In the 1991 second quarter, 
the Bermuda-based company 
net income of $13.3m or 
31 a fully diluted share. Rev- 


enue rose 7 per cent to $97m 
from $90.4m a year earlier. 
Earnings per share reflect a 
two-for-one stock split on July 
5 this year. 

Mr James Sherwood, presi. 
dent, said marine container 
demand was strong in the sec- 
ond quarter and the outlook 
Sik one quarter was 
oat the first seven rionths as of 
this year, Sea Containers 
acquired $61.9m of new con- 
tainers. 

Poor weather in the UK and 
the impact of recession hurt 
Sea Containers’ ferry 
operations, but the company 
said the third quarter was 
“showing traditional strength 
in all routes”. 





BIL buys more Carter Holt rights 


Investments 
mfirmed it had 
rights for 
Carter Holt Harvey shares. 
Quce exercised, this will give 
and fisting group, writes Terry 

up, nTY 
Hall in W 

The rights are part of a 
NZ$457m_ (US$263m) issue, 
underwritten by BIL. 


Mr Paul Collins, chief execu- 
tive, said BIL had stopped buy- 
pee but would be 

if it could buy more 
shares as an underwriter. It 


believed that a further 1 per 
cent could be acquired 


BRIERLEY 


FT/AIBD INTERNATIONAL BOND SERVICE 


Listed are the latest International bonds for which there fy an adequate secondary market 


Sabove moan rats} 


aver the most recent price of the shares, 


CONVERTIBLE BONDS: Denominated In dollars uniees 7 Naming? emount 
‘currency of share at conversion rats feed at issua. Prem= Percentage premium of the current efeciiva price of acquiring shares via the band 
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Wells Fargo & Company 


US$200,000,000 
Floating rate subordinated 
Capital notes due 1998 


Jnaccordance with the provisions 
ofthe notes, notice is hereby given 
that for the Interest Period 15 
August, 1991 to 15 November, \ 
1991 the Notes will carry at 
interest Rate of 5*/,% perannunt. 
Interest payable on the relevant 
interest payment date 15 No- 
vember, 1991 will amount to 
US$150.14 per US$10,000 note. 


Agent: Morgan Guaranty 
Trust Company 


JPMorgan 


imerest Rate 6.3125% p.s. interest | 
| Period August 15, 1991 to Februsry 146 
| 1932. interest Payabie par U'S$500,000 F 
Note US$16.394,57_ 

August 16 1991, Landon 
H Sy Qinioenk, BLA, (CSS Depel, Agent Bank jf 
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By David Churchill, Leisure 


THE SEVERE impact of the 
_ Fecession on the hotel sector 
' was yesterday underlined by 
-” Queens Moat Houses, the UK’s 
second largest hotel chain, 
which announced pretax prof- 
+ tts of £36.2m for the six months 
- . to duly 7? compared with £39.5m 
in the same of 199, 
The downturn would have 
-1 been even greater but for the 
up's spread of hotels across 
; the Contir-nt, Some 90 out of 2 
total of 19. hotels are based on 
the Continent and these 
‘accounted for 48 per cent of the 
: pretax outcome. 






_., By Andrew Bolger 
“" VSEL, 
~" builder 





































but strategic acquisition in 
the offshore engineering 


it is paying £2.73m for Seal- 
and Industries, which designs 
and installs a range of well- 
head control equipment used 
» by the oil and gas industries. 
Some of Sealand’s more speci- 
alised equipment is used in 
petrochemical installations, 
power generation and telecom. 
munications. VSEL will also 
refinance £3.1m of Sealand’s 


The Sealand business will 
* remain at its base in Cunber- 
nauld, Scotland, but VSEL said 
some future manufacturing 
work could go to the group's 
‘ yard at Barrow-in-Furness, 
, Cumbria, where thousands of 
jobs will be lost as the Trident 
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By Peggy Hollinger 


SHARES’ IN Whinney 
Mackay-Lewis jumped 9p to 
3%p yesterday as_ the 
USM-quoted architectural prac- 
tice announced a sharp rise in 
annual profits and earnings. 

Mr Jeremy Mackay-Lewis, 













building sector. 
Taxable profits rose §9 
cent to £576,000 (£362,000) for 
the year to April 30 on turn- 


Current 


Dividends shown pence per share 


banus of 5.5p. 


Estates PLC. was held 


and accounts. 


Let y 
aapect ol 


During the year, Mi 
non-executive Director a 


Meebng. Mr. K J. La 
Seereuuy. Mr. W. D. L Si 


Exchange, Be 
his executive responsibi 
less, Iam very happy to sav" 





_ ESTATES PLC. 


DIVIDEND INCREASED 


The fifty fourth annual General Meeting of Mountview 


Mr.M, Sinclair FCA, che Chairman presiding. The following 
és an extract from his statement circulated with the report 


“The profits of £8,068,891 are less than 10% down on last 
year's figure of £8,951 R28. [n the present yoonamic climate 
T consider this t be a good performance. Your Board 
recommend un increase in the final dividend from 7.Sp 10 9p. 
per share, payable an 19 August 1991 making an increased 
tor] of 15p per share for che year (1990: U.Sph 
Avital aspect of our strategy has been to lke advantage of the 
depressed ste of the housing market to augment our 
portfolio of preperties. ‘The Balance Sheet shorws a net 
Increase in our stincks of properties of ‘over S16 million. This 
has clused interest changes to rise by over £500,000 and 
these are a major Esctor in profics falling back towards 
48 million. Economic recovery and a healthy housing 
market may be some way off yet, but the increase in our 
stocks will mean chat the company fs well placed to make 
goud profits when that recovery arrives. 
year 1 stated that the recruitment of the right self wo 
ensure the continued stability of tie Company: muse be 2 vita) 
E our future strategy. This recruiument bus ‘Pro- 
ceeded successfully. These are undoubtedly difficult times 
but the Company is ina strong, position, and I thank our staff, 
old and new alike, for their hard work and Jowalty. 
fC. Maunder Taylor joined the Board asa 
ind in accordance with tte ibaa 
. sanding for clection at the Annual Gene! 
ae fe ngley has joined us as Company 
jnclair, who up to last year had beea 
Agirman of the Board of che Company since tts formadion itt 
mT 3nd for the first 30 years of its listing on The Stock 
is now ageu 78 years and has devived 10 give up 
Jities with che Company. Neverthe: 
that we can still have the benefit 


of bis advice and experience from hie: new position as 4 
non-executive Director of the Company. 


‘The report and accouns were: adopied. 
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Industries Correspondent 
ary when the Gulf war was at 
its height. 


“The war affected all our 
Markets quite sharply,” he 
said. “But while the continen- 
tal markets picked up straight 


ellers, the recovery had been 
inconsistent. “We can’t iden- 
tify why some hotels are doing 
better and worse than others; 
there seems no to it.” 
He said that the German 
market, where Queens Moat 
pperates some 35 hotels ane Js 
largest single chain, had 
i oraleiae Traine af 
Signs . prof 
its from the German hotels 
Increased by 23 per cent. 


construction programme winds 
down. 
Mr Norman Broadhurst, 


s . 
that although the acquisition 
was Small it was important 
because Sealand had 


Sealand made pre-tax profits 
of £177,000 on sates of £5.66m in 
the year to March 81. At that 
date it had net assets of 
£127m. 

Mr Broadhurst said VSEL 
intended to make further 
acquisitions to acquire “beach- 
heads” in the offshore industry 
and the two other areas chosen 
for diversification by the 


at least £100m by 1995 


over of £7.66m (£6.65m). The 

CD oe ies 
fare! 

Lock Necrews’ the Coditt 

architects. 


Earnings per share rose 28 
per cent to 5.1p (4p). The final 
vidend {s again 125p for a 
maintained total of 2p. 

Mr fan Gardner, finance 
director, said the earnings 
pesca reflected Lyin man- 

ment throughout the group, 
which had beer reoi 
into four ais searetaiaed 


DIVIDENDS ANNOUNCED 


Carres - Total Total 
Date of ponding for last 
payment payment dividend year year 
1.5 4 15 
all . 4 
nit nil 0.75 
8 - 33 
9.5% 5.5 We 
43 = tt 
0.5 . 1.25 
1.22 - 2.62 
1.55 225 225 
35 . 10.5 
Os * 26 
1.25 2 2 


fet except where otherwise stated. 


“Equivalent after allowing for scrip Issue. tOn capital increased by 
rights and/or acquisition Issues. SUSM stock. *included centenary 





in Londun on August 14, 















































* Continent helps restrict 
decline at Queens Moat 


Overall profits were reduced 
by interest payments up from 
£18.3m to £28.8m — reflecting 
the expansion of the hotel 
chain over the past year. How- 
ever, a £184m rights issue last 
May reduced gearing from 
about 70 per cent to 45 per 
Ss ‘The issue was aocompal: 

an £45m acquisition o! 
some 15 hotels in Austria and 
eastern Europe. 

However, Mr Bairstow yes- 


acq 

but said that the UK's eco- 
nomic recovery “will be accom- 
panied by especially attractive 


Turnover totalled £213.4m 
(¢207.6m). The interim dividend 
is raised to 1.342p (1.22p), pay- 
able from fully diluted earn- 
ings of 3.29p (3.69p) per share, 

See Lex 





VSEL diversifies offshore 


from these diversified activi- 
ties. 


Mr Broadhurst said the 
group intended to reduce the 
current workforce of 11,200 at 
Barrow to between 7,000 and 
9,000 by 1995, when the Trident 
construction programme will 
be completed. 

YSEL was still in talks with 
potential buyers of its Cammeli 
Laird warship building yard at 
Birkenhead on Merseyside, 
which employs 2,000 workers. 


Mr Neil MacDonald, the 
managing director of Sealand, 
will become managing director 
of VSEL's new offshore oil and 
gas division. 

Sealand, which employs 90 
people in Cumbernauld, was 
bought out four years ago from 
Triplex Lioyd, the industrial 
engineering and building prod- 


ucts group. 





“= Whinney jumps 59% to £0.5m 


ional, interiors and techni- 
and su staff, 

Mr John -Necrews, joint 
managing director, said the 
reorganisation had resulted in 

cost savings. 
ut a difficult year at the 
Plymouth business, Hitch 


, resulted in its staff 


call 88% 
taken up 


ALMOST 88 per cent of Burton 
Group's 1-for-1 rights issue was 
taken up shareholders, in spite 
of several] recommendations 
from leading analysts not to 
subscribe for the offer. 

The success of the issue 
appeared to be in some doubt 
at one stage as Burton's share 
price dropped close to the sub- 
scription level of 30p; but the 
shares have firmed in the past 
few days and yesterday closed 
up Ip at 40%p. 

Mr Laurence Cooklin, chief 
executive, said; “We are 
delighted at the level of sup- 
port shown by our sharehold- 
ers.” 


The 12 per cent of the issue 
not taken up by existing share- 
holders was placed at 37.92p 


per share. 

In spite of the success of the 
issue, Burton still faces a 
tough job combating current 

conditions. 
"ur “Cooklia said Burton 


would continue to look to dis- 
pose of its non-core interests at 


“a price which reflects their 
value”. 


Flagstone £0-9m 
in the red 


Flagstone Holdings, the marine 


and leisure, property and 
industrial services group, in 
the year 
half-way stage losses were 
£410,000 pre-tax while profits 
for the previous year were 


to January 31. At the 


Directors said a complete 


Former ADT 
glazing 
offshoot in 


administration 
By Richard Gourlay 


ALPINE DOUBLE-Glazing, a 
UE home improvement com- 
pany once owned by ADT, the 
securities and car auction 
company, has been put into 
administration less than seven 
months after its sale back to 
ADT was called off at the last 
moment. 

Alpine went into adminis- 
ation on August § with debts 
of between £2m and £m 
according to administrators 
Leonard Curtis. Until earlier 
this year, Alpine was part of 
Raptor, a subsidiary of Sech- 
ura, itself a Canadian snbsid- 
lary of ADT until a reorganisa- 
tien in January. 

ADT was to fave bought 
Raptor back as part of the 
reorganisation, but after the 
agreement was approved by 
Sechura sharcholders Raptor 
was sold to a private trade 
buyer, ADT said yesterday. 

Raptor owes ADT $31.6m 
(£18.7m), according to docu- 
ments lodged with the Securi- 
ties and Exchange Commission 
in Washington. ADT expects 
Raptor to repay that debt this 
year through asset sales. 

These assets included four 
home improvement businesses 
- Dolphin Showers, Sharps 
Bedrooms, Orama Fabrications 
and Alpine Double-Glazing as 
well as Insight, a travel com- 
pany. However, a valuation by 
Lehman Brothers Interna- 
tionaf in connection with the 
proposed sale of Raptor to 
ADT put a value of between 
minus C$11.64m and plus 
C$8.09m on Raptor's assets. 

ADT said the valuation last 
December was made at the 
height of recession and 
included the loss-making home 
improvement companies. 

Mr George Allison, the Sech- 
ara company secretary, said 
yesterday he was unaware 
Raptor's sale back to ADT had 
not gone ahead. 

According to the administra- 
tors, Alpine was sold to Faith- 
alter in July, less than a 
month before it sought court 
protection from its creditors. 
it is not clear who bought 
Alpine from Raptor or sold it 
to Faithalter. 

Alpine's last accounts 
showed pre-tax losses of 
£3.32m on sales of £8.5m in 
1989. The previous year its 
losses were £1.27m. 

Sales had fallen from £20m 
a y changed its 7 a a3 In 
pany operations 
1987 from the manufacture to 
pod franchising of double-giaz- 


The company is understood 
to have faced problems with 
its contingent liabilities 
related to guarantees. 

Directors of Alpine yester- 
day refused to comment on the 
recent changes of ownership. 


Samuel Heath falls 


Samuel Heath & Sons, the 
building and giftware group, 
Teported pre-tax profits down 
by some 65 per cent, from 
£1.06m to £377,000, for the 
year ended March 31 1991, fol- 
lowing a drop of 37 per cent to 
£210,000 at halftime. Turnover 
fell from £8.05m to £7.22m. 
The basic dividend is 
wichanged at 5.5p, with a 4p 
final, but last time there was a 
centenary payment of 5.5p. 





eH * 

Laurence Cooklin: chief 
executive of Burton Group 
lack of demand for both resi- 
dential and commercial prop- 
erty and the effect of the reces- 
sion on the industrial 
companies in which Flagstone 
has invested forced them to 
make provisions. 

The company plans to diver- 
sify on the Continent. Searches 
for suitable companies are 
being guided by Mr Cosimo 
Corsi, who in February 
acquired a significant stake, 
and Mr Leonard Daniels. The 
appointment of bath men to 
the board was announced yes- 


Tasnover in the 12 months 
dropped to £956,000 (£4.43m). 
Interest and dividends receiv- 
able amounted ae, ; ae 
against a previous f 
interest payable took £314,000 
(£179,000). Losses per share of 
0.68p compared with previous 
earnings of 0.17p. 


Losses of £397,000 
at Ward Holdings 


Ward Holdings, the property 
fc moved into Joss in the 
year 





ended April 20 1991, 






UK COMPANY NEWS 


Tenacious d 
Alan Cane on EDS'’s bid for SD-Scicon, 


HE STRUGGLE for con- 

tral of SD-Scicon, the 

UK computing services 
company, comes co a water- 
shed next Saturday with the 
closure of Electronic Data 
Systems’ final offer of 60p per 
share. 

Whatever the outcome, the 
battle has significantly 
enhanced the City's view of Mr 
John Jackson, who took over 
as non-executive chairman 
only weeks before SD-Scicon 
was put into play with an 
£11lm bid from Cray Electron- 


ics. 

In May, few would have pre- 
dicted that the struggle would 
have lasted so long, or been 
fought with such tenacity. 

SD-Scicon seemed in desper- 
ate trouble, its top manage- 
ment discredited after a series 
of disappointing resuits, its 
accounts leaking red ink to the 
tune of £20m through a huge 
provision for poorly controlled 
fixed-price contracts. 

British Aerospace, its main 
shareholder with 25 per cent, 
made it clear it wanted out for 
cash. (It sold to EDS at 45p per 
Share, less than haif the price 
at which it bought in three 
years ayo). 

Cray Electronics, burdened 
with debt and itself recovering 
from poor results, was an 
unconvincing suitor. 

However, when EDS, the 
information technology subsid- 
iary of General Motors of the 
US, the world’s largest indus- 
trial company, made a competi- 
tive bid worth £121m, it 
seemed the battle was effec- 
tively over. 

The financial and manage- 
ment strengths and technologi- 
cal skills of EDS are beyond 
doubt. A i several 
years ago for ica was only 
disallowed by the government 
in the national interest. 

Mr Jackson has a string of 
directorships in high technol- 
ogy companies, but is new to 
the small world of computing 
services. 


He decided, nevertheless, to 
spearhead SD-Scicon’s defence, 
leaving Mr Philip Swinstead, 
the founder and chief execu- 
tive, to run the day-to-day busi- 
ness. 

Mr Jackson set to work to 
rebuild SD-Scicon's image as a 
top quality software house 


qos 









Ba! | 





John Jackson: has won backing of many institu ions 


which merited a far higher 
price than either Cray or EDS 
was offering. A key argument 
was that new managers had 
been brought in to ensure the 
fixed price contract debacle 
would not recur. 

He has been rewarded by the 
defeat of Cray, by EDS's 
increased offer of GOp per 
share, valuing the company at 
£162m and by the decision of 
several leading institutional 
investors to reject publicly 
EDS's final offer as inadequate. 

Morgan Grenfell Asset Man- 
agement, with a 15 per cent 
Stake, now bolds the key to 
$D-Scicon’s future and is 
unlikely to declare its inten- 
tions before Saturday. 

Two issues remain at stake. 
First, is EDS making SD-Sci- 
con's shareholders an adequate 
offer? Second, what are the 
consequences of yet another 
leading UK computing com- 
pany passing into foreign 
hands? 


‘The answer to the first ques- 
tion turns on the quality of SD- 


Scicon’'s results and its pros- 
pects in the coming year. Last 
year it reported a £20m loss. At 
the half way stage this year it 
announced pre-tax profits of 
£5.9m and forecast not less 
than £14m for the full year. 

Mr Jackson said the figures 
were completely clean, with no 
element of unwanted provi- 
sions thrown in. ‘ 

The figures were met with 
some incredulity by EDS, by 
SD-Scicon’s shareholders and 
by the software business in 
general. Only three months 
ago, EDS argued, James Capel, 
SD-Scicon’s own broker, was 
looking for profits of only £3m. 

The computing services busi- 
ness is going through some of 
the roughest times in memory, 
with companies like Hoskyns, 
accepted as a model of good 
management, showing sharply 
reduced growth in sales and 
profits. 

SD-Scicon's management 
points out, however, that the 
profit figures at just over 4 per 
cent of sales were not remark- 
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fence put to the test 


which closes on Saturday 


able by computing industry 
standards. By comparison, 
Hoskyns’ half-year profits as a 
percentage of sales were over 8 
per cent. 

Mr Jackson claims that the 
troubled contracts will be com 
pleted by the year end; some 75. 
per cent of the provisions had 
already been used in their com- 


in. 

EDS points out that a sub. 
stantial share of SD-Scicon's 
profits come from its US 
vehicle emissions monitoring 
operation ~ which is the sub. 
ject of a legal dispute. SD-Sci- 
con could be forced to sell the 
unit, it argues, a claim Mr 
Jackson rejects. 

The fact remains that to 
many of SD-Scicon's institn- 
tional shareholders and to 
industry observers, the EDS 
offer seems low. Nobody is seri- 
ously questioning that at 80p- 
85p, EDS would meet little 
resistance in securing control 
of the company. 

EDS has consistently argued 
that it values SD-Scicon at 45p 
per share; the increase to 60p 
was made only when it became 
clear that it would not succeed 
at the lower price. It believes 
that profits recovery at SD-Sci- 
con will be neither certain nor 
easy. 

In a final document circu- 
lated yesterday EDS warned: 
“Dreams for the future, with 
your investment in the hands 
of the same old executive 
board, are no substitute for a 
certain cash offer today.” 

There has been plenty of talk 
from §D-Scicon of white 
knights waiting in the wings, 
but it would Be unrealistic ta 
expect new bidders to emerge 
at this stage. If EDS's bid falls 
on Saturday, it will be unable 
to mount a further hostile bid 
for a year, leaving the fleld 
clear for others. 

‘The question of SD-Scicon as 
a national asset is now chiefly 
academic. It is generally 
accepted that only computing 
services companies with giobal 
presence, substantial resources 
and broad technical skills will 
be qualified to compete for the 
large systems integration con- 
tracts to be awarded in the 
future. No matter who wins on 
Saturday, SD-Scicon is unlikely 
to be able to remain indepen- 
dent for long. 





Abingworth to retain its 
listing after liquidation 


By Charlies Batchelor 


ABINGWORTH, a venture 
capital company with invest- 
ment trust status, yesterday 
announced plans to retain its 
stock market listing for two to 
three years after its proposed 
voluntary liquidation. 

‘The aim of the retained list- 
ing, which has obtained Inland 
Revenue and Stock Exchange 
approval, is to allow the man- 
agement to dispose of its 
unquoted company invest- 
ments in an orderly fashion. 

Abingworth, nevertheless, 
expects to return at least 230p 
per share to investors before 
the end of 1991, It expects to 
Taise £7.9m from the settlement 
in September of a currency 
hedging arrangement, while a 
further £4m will come from the 
sale of quoted shares, 

Net assets were £77.3m at 
the June 30 year end, equiva- 
Jent to 379p per share after 
allowing for a proposed 4p divi- 
dend (1.5p) for the year. A total 


of £39m was held in gilt-edged 
securities or cash, £6.9m in 
quoted shares, and £22.7m in 
unquoted securities. 

Pre-tax profits last year rose 
from £557,000 to £1.42m on total 
income ahead from £1.57m to 
£2.67m. Earnings increased 
from 1.9p to 46p. Directors also 
announced an interim dividend 
of 1.5p for the current year. 

Shares worth £16.2m were 
sold last year for a net gain 
over cost of £8m. Approval for 
the liquidation will be sought 
at the annual meeting on Octo- 
ber 16. 

Abingworth Management, 
the six-strong executive team 
which manages Abingworth, 
also runs five other unlisted 
venture capital funds. four of 
which are based outside the 
UK. The managers plan to liq- 
uidate the other funds as they 
reach maturity, usually after 
about 10 years, and then raise 
new funds. 


NEWS DIGEST. 


be turnover fell, particularly in 


The deficit worked through 
at £397,000, against profit of 
£1.64m, on turnover 36 per cent 
down at £14.3m. House sales 
dropped from £16.6m to £10m. 

Mr Denis Ward, chairman, 
said it was now reasonable to 
project that the resurgence of 
the residential market would 
be delayed until 1992. 

While the majority of the 
land bank had a value consid- 
erably exceeding cost, directors 
intended to review the value of 
certain specific sites acquired 
in 1988 at the end of October. 

The group's property devel- 
opment operation had not been 
unduly alfected, he said, and 
positive market interest had 
deen sustained. 

Losses per share were O05p 
(earnings 2p). The interim divi- 
dend is again 0.5p. 


Nichols (Vimto) 
holds steady 


In spite of a reduction in sales, 
JN Nichols (Vimto), the soft 
drink manufacturer, held its 
interim pre-tax profit at 
£3.16m, against £3.1m. 

The soft drinks market suf- 
fered considerably from the 
poor weather in the six months 
dropped to eam (243m), 

to f22.7m . 

The effect was most marked 
on the sales of carbonated soft 
drinks, although Vimto 
increased its market share. 
Lack of demand for contract 
packing at Solent Canners 
meant its turnover was half 
that of 1990. 

Exports to the Middle East 
had been high as the region 
became more stable after the 
Gulf war. For the first time in 
many years, Shipments of con- 
centrate were mate to Egypt. 


Earnings per share came to 
13.2p (12.6p). The interim divi- 
dend is 4.6p (4.3p). 


Marginal} decline 
to £1m at Rexmore 


Taxable profits of Rexmore, the 

Liverpool-based contract fur- 

nishing and timber group, 

dipped from £1.03m to £1m 

out the 12 months to March 30 
1. 

Turnover totalled £43.4m 
(£54.2m) in difficult trading 
conditions. However, the figure 
masked an effective increase of 
some 6 per cent after stripping 
out Rosenthals and the sof- 


(£402,000) and minorities of 
£21,000 (£28,000) earnings per 
share emerged at 4.75p (3.57p). 
The total distribution is main- 
tained at 2.25p via an 
unchanged final of 1.55p. 

Extraordinary charges of 
£238,000 related mainly to 
Josses on sale and closures of 
businesses. 


Receiver for Western 
Selection offshoot 


Western Selection has not been 
able to arrange new equity 
finance for its Duratube & 
Wire subsidiary, and National 
Westminster Bank, the deben- 
ture holder, has been asked to 
appoint administrative receiv- 
ers for that company. 

Full provision against West- 
ern's investment in Duratube 
was made in the interim fig- 
ures published in July. 

Directors are providing for 
the £375,000 cash deposited by 
Western with NatWest as fur- 
ther security for facilities made 
available to Duratube by the 


Across-the-board advance 
at Britannic Assurance 


BRITANNIC ASSURANCE, the 
Birmingham-based life insurer, 
reported an across-the-board 
increase in new premium 
means in the Le six months 

1991, writes Richard Lapper. 

The interim dividend is 
raised to 92p compared with 
82p last time. 

The group's ordinary branch 
performed strongly, with 
revenues from life assurance 
rising to £34.9m against £23.1m 
last year. Ordinary branch 
pensions jamped 23 per 


cent to £36m. 

The smaller unit-linked busi- 
ness also performed steadily 
with assurances up 45 per cent 
to £3.95m and pensions up 7.5 
per cent to £3.29m. 

Industrial branch income 
improved to 58m from £55.7ni 
last time, 

Underwriting losses grew 
from £2.4im to £3.4m on the 
back of an 8.6 per cent increase 
in premium income to £13.tm. 

Investment income declined 
from £1.9m to £1.78m. 





South Staffordshire to convert to pic 


The South Staffordshire 
Waterworks Company, one of 
the statutory water companies 
in which Compagnie Générale 
des Eaux, the French utility, 
has a stake, hopes to convert 
to pic status by the middie of 
November. 

South Staffordshire is the 
atest of the 29 statutory com- 


bank, because of the uncer- 
tainty as to the extent of recov- 
eries by the debenture holder. 


14% drop at North 
Midland Construct’n 


Reduced margins caused by 
intense competition in the con- 
struction industry led to a 14 
per cent drop to £452,000 in 
first half profit at North Mid- 
land Construction. Profits last 
time were £527,000. 

Currently, there is a reason- 
ably strong order book but the 
second half was unlikely to 
show any improvement, direc- 
tors said. The group is in civil 
engineering, building and pub- 
lic works contracting. 

Turnover in the period to 
dune 30 rose to £13m (£12.3m). 
Earnings per share came to 
3.01p (3.43p) and the interim 
dividend is again 0.5p. 


SeaCon in the black 
in second quarter 


Sea Containers, the Bermuda- 
based. container lessor, ferries 
operator and leisure industry 
property investor, yesterday 
reported net earnings of $16m 
(9.5m) from revenue of $97m 
for the second quarter to June 


20. 

After deducting first quarter 
losses of $6.5m the outcome for 
the six month period was 
reduced to $9.5m on total reve- 
nue of $172.$m. 

Prior year comparisons are 
not meaningful because of 
major asset sales and restruct- 
uring which took place in the 
first half of 1990. 

Mr James Sherwood, presi- 
dent, said marine container 
demand had continued strong 
in the second quarter and the 
outlook for the third quarter 


panies to seek conversion in 
order to remove constraints on 
the dividends they may pay 
out, the activities they may 
engage in and sources of fund- 


ing. s 
Holders of the eight different 
classes of stock are to vote on 


the proposals at extraoi 
meetings on September 12. 


was equally good. 

The company had completed 
@ public offering of $110m of 8 
per cent convertible preference 
shares in July, and was in the 
process of retiring £23m of 14 
per cent preferred shares. That, 
would improve annual earn- 
ings on common shares by 
some S1.4m, Mr Sherwood said. 


Benchmark finishes 
with £4.9m deficit 


After significant provisions, 
Benchmark Group, the finan- 
cial services combine, finished 
with a loss of £4.93m for the 
year to June 30 1991 compared 
with £424,000. 

The rights issue in June 
raised £6m and substantially 
restored the net asset position 
after total provisions, includ- 
ing extraordinary items, of 
£2.75. 


Banking showed a profit of 
£125m. its agricultural leasing 
business made an i ingly 
important contribution; mar- 
gins were maintained in spite 
of intense competition and 


tight credit control had minim- 
ised bad debts. 
Property reported a loss of 


erties. 

Winding-down of the stock- 
broking division was substan- 
tially completed. Extraordinary 
provision of £2.45m was made 
in the interim results. 

Turnover came to £18.8m 
(£26m). Losses per share wera 


§.42p (0.84p) and there is no 
dividend (0.75p interim). 

As outlined in April, i 
for 5 . 
diversifying into set. 
tors complementary to those of 


the Hong Leong G! Malay. 
sia and FLS Industries, 
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Japanese selling 
pushes platinum 
down $5 more 


By Kenneth Gooding, Mining Correspondent 


PLATINUM'S PRICE plunged 
again yesterday to close in 
London $5 a troy ounce down 
at $346. Traders said the mar- 
ket was “thin and nervous” as 
another drop was triggered by 
Japanese investors cutting 
their losses on contracts to buy 
platinum for future delivery. 

Japanese dominate the plati- 
num market and since the 
begining of August have been 
liquidating their contracts in 
response to a series of bearish 
developments for the precious 
metal, which is used primarily 
in automotive catalysts and 
jewellery. 

The selling has forced plati- 
num to its lowest level for five 
and a half years and to a dis- 
count to gold ~ something 
that has happened only briefly 
on two aceasions since 1986. 

Some analysts suggested 
that the discount ta gold could 
widen from yesterday's $1125 
an ounce te $10 soon because 
the open interest in the Tokyo 
Commodity Exchange's plati- 
num market yesterday stood at 
390,909 lots, representing 180 
tonnes of platinum. It was at 
its highest level since Tocom 


started listing the metal in 


1984, 

One Tokyo trader described 
the situation as “something 
like a time-bomb". Individual 
investors, who account for 
more than 75 per cent of the 
open interest, could stay in the 
market as long as they paid 
margin calls, he pointed out, 
“but many may not be willing 
to do this”. 

He said: “Most traders are 
bearish and see no prospect for 
of fundamental news to push 
up prices. So the investors may 
cut their losses and get out of 
the market. There could be a 
pandwagon mentality to sell”. 

Mr Andy Smith, analyst with 
Union Bank of Switzerland, 
pointed out that Soviet exports 
of platinum group metals was 
also having an impact on the 
platinum price by helping to 
give the impression that the 
market was awash with metal. 

A 20 per cent fall in the price 
of rhodium in the past two 
weeks to below $3,000 an ounce 
showed that the Soviets were 
not confining precious metal 
exports to platinum, he 
suggested. 


Hudbay in C$187m 
project go-ahead 


By Kenneth Gooding 


HUDSON BAY Mining and 
Smelting is going ahead with a 
C$i87m (£96.4m) modernisation 
Programme at its Manitoba 
metallurgical complex which 
was threatened with closure by 
new Canadian anti-pollution 
regulations which come into 
force in 1994. 

This follows the acquisition 
of Hudbay for C$100m by 
Minorco, the Luxembourg- 
based investment arm of the 
Anglo American Corporation 


ord cm 
orc 
of interim finance so that engi- 


neering work can continue 


ting with the federal govern- 
ment for another C$25m. The 
Bank of Nova Scotia is also 
expected to provide C#80m in 


Unlike Inspiration or Hud- 
bay, Minorco is cash-rich. It 
had US$1.9bn of cash in the 
balance sheet at December 31 
last year. Mr Dale Powell, Hud- 
bay's vice-president, human 
orders for oquient with long 
orders for equipment 
lead times had already been 
placed and construction work 
would start immediately 
finance was in place. He said 
work would be completed by 
the end of 1993. 





Doubts on 
L American 
coffee pact 
prospects 


By Victoria Griffith in Rio 
de Janeiro 


THE BRAZILIAN Coffee 
Committee, the body repre- 
senting the key players in this 
country’s coffee market, has 
voted to support a policy 
which would call on Latin 
America's main producers to 
withhold 10 per cent of pro- 
duction. ¢ 


The Committee will meet 
today in New York, with repre- 
sentatives from Colombia. 
Costa Rica, El Salvador and 
Honduras to uegotiate the 
details of such a plan. The cof- 
fee market is hoping the move 
will bolster sagging interna- 
tional coffee prices. 

The plan was originally pro- 
posed by the Colombians. 
Onder the terms of the agree- 
ment, Brazil would retain 
stocks of between 1.5m and 
17m 

i coffee traders are 
sceptical of the viability of a 
Toey point ont tat che com 

it ou com 
try will need the financial sup- 
port of the World Bank or 
their respective federal gov- 
ernments to finance stock 
retention. So far, the Brazilian 
government has not commit- 
ted itself to any such deal. 

A Latin American coffee 
accord would aim at boosting 
arabica prices, excluding 
robusta producers in Africa. 

“Even if they do manage to 
hold back stocks,” said a Rio 
de Janeiro-based trader, “there 
would be no problem. For 
instance, who is going to make 
sure all the countries fulfill 
their part of the bargain? 
Supervision will be difficult. 
And there’s so much coffee in 
the market anyway. I don't 
think that kind of deal would 
make a significant difference 
in prices.” 

World coffee producers are 
set to meet in September to 
talk about the possible return 
josn international accord. The 

fee mar! increasingly 
sceptical that very much will 
result from the meeting. 

Brazil seems unlikely to 
re aera tat 

years wi 
the international Coffee - 
isation, a concession rs 


n the unpromisingly 

barren high Andean 

plateau towards Lake 
Titicaca herds of alpaca roam 
as they have for over 6,000 
years. For many Peruvian 
Indians, these animals repre- 
sent the only meagre capital 
they possess. d 

For Peru's southern region 
of Arequipa, exports of alpaca 
fibre, cloth and knits represent 
four-fifths of al] foreign cur- 
rency earni 

However, the Peruvian 
alpaca industry, worth 
upwards of $70m annually, is 
in crisis. Always closely linked 
to international wool price lev- 
els, alpaca has slumped to a 
third of its price of three years 
ago, when a kilogram of high- 
est quality white alpaca “top” 
fetched 321. 

“The current alpaca price is 
virtually the same as wool 

— that's incredible in histori- 
cal terms.” says Mr Anthony 
Michell, who runs the Arequi- 
pa-based operation his father 
founded 50 years ago. 

“There's a current fashion 
trend away from ‘hair-out* 
fibres such as angora, mohair 
and alpaca,” according to Mr 
Francois Patthey. general man- 
ager of Inca Tops, whose father 
founded the company. Mich- 
ell’s rival, in 1957. “Addition- 
ally, the world market is mov- 
ing into ever lighter fabrics, he 
adds.” 

Alpaca fibre - it is a hair, 
not a wool - normaliy weighs 
in at about 26 to 27 microns, 
against current fashion prefer- 
ences for 21 to 22. “Baby”, 
which comes from young ani- 
mals or the short neck hair of 
adult beasts, can meet those 
requirements, but only around 
three per cent of all alpaca pro- 
duced is “baby”. 

Peru is home to about 70 per 
cent of the world’s alpaca pop- 
wation. And the two Arequipa 
firms, Michell and Inca Tops, 
have a virtual monopoly on 
Peruvian alpaca. buying 
between two and three tonnes 
each annually. Their agents 


a . 


we 





ed 


Exodus: the country's virtual monopoly is under threat from export of live animals 


hase from individual small 
throughout the Peru- 
vian Andes, but fleeces are 
scoured and sorted in Are- 
quipa. Sorting is a unexpect- 
edly complex process involving 
selection for colour as well as 
quality to produce around a 
hundred different products. 


For both Michell and Inca 
Tops, the past two decades 
have been marked by a pro- 
gressive move into manufac- 
turing. Raw fleece exporters 
for many years, both have had 
spinning and weaving 
operations since the early 1980s 
and in the past couple of years 
have moved into the currently 
most profitable end of the mar- 

Inca Tops, in association 
with Italian fashion firm Lan- 
jere Agnona, began producing 
upmarket alpaca fabrics in the 
early 1980s. Exports of cloth 
are now worth about $7m a 


year. And their sweater opera- 
tion Tumi Knits, started in 
1986, already employs 400 
workers and will export $4m 
this year. 

Hand-finished garments are 
produced on sophisticated, 
computer-controlled Japanese 
knitting machines- -Inca Tops 
have invested im another four 
this year. “The cloth and knits 
markets are far less susceptible 
to international price fluctua- 
tions than are raw fibre or 
tops,” says Mr Patthey. 
ee ipart from the, probably 

mporaty, world price prob- 
lem and an over-valued iocal 
currency, supply is another 
brake for the ca industry. 
Michell alone has sufficient 
installed capacity to process all 
the alpaca fibre Peru’s couple 
of million animals produce. 

“Supply has always been a 
headache for us,” says 
Anthony Michell. “Indian farm- 


ers are poorly educated, yields 

are low and young animal mor- 

tality is high If demand were 

to rise, we'd have problems 
it.” 

Michell compensates for 
erratic supply by purchasing 
and processing sheep wool 
alongside its alpaca operation 
to produce blends. Another 
venture, so far only embryonic, 
is breeding of angora rabbits 
for hair, to mix with alpaca for 
specialist yarns and cloths. 

Angora has suffered the 
same temporary fashion fate as 


ell's rabbits have been cut 
from 25,000 b back Hy 10,000. a 
price ir, at $100 per ki 
gram when they embarked on 
the experiment, is down to $30. 
Both companies have 
attempted to resolve some of 
the low yield problems caused 
by primitive alpaca farming 
methods. Michel] had an exper- 


a 
=e COMMODITIES AND AGRICULTURE 
Fashion takes the gold out of alpa 


Sally Bowen looks at efforts to put the sheen back into a Peruvian business in CTIsISs. .,,, 


ental farm in the high: 
Antes near Puno, while Inca ..«, 
ops financed a foundationzaci, 
near Arequipa. “el 
Both concentrated on basic 
education for alpaca farmers;:.: 
improving genetic characteris-: 4 
ties by simple selection and 
Cana te pag a Tt i 
hus! techniques. “It is~ 
ite simple to double or triple 
average 4 to 5 Ib yield 
every two years, which is con- 
sidered the norm here,” : says: 
Mr Patthey. : oe 
The two experimental cen- 
tres, however, have recently: 





caya volcano — 5 
whose respiratory systems*.2 ft 
a 
x 


suffering had to . 14 
be moved away to 5 & cs} k li © 


cot ab t the current 
sanguine about e ent 
downturn in world demand. 5» Pru 
“We're used to ups andi 1} ? 
downs,” says Tony Michelt:‘“ . 
“Alpaca will always have a, 
future — it’s unique.” rain 

Peru's virtual monopoly:-oné 4’ 
the fibre could soon be chab!.! 
lenged, however. Early August: 






in livestock — an. ca 722 
fetch up to $10,000 in the US ar 
New Zealand. . - 





Brazil’s orange concentrate exports to rise 


GROWERS FROM the interior 
of Brazil's Sao Paulo state have 
raised their estimate of the 
country's 1991-92 orange crop 


10m trees, accounts for 30 per 
cent of Brazil's crange juice 
exports, Mr Cutrale 

is the biggest exporter of 


year, the same as last year but 
down from 310,000 in 1989-90. 
The industry has the capacity 
to s 300m boxes a year. 


prices over the past six 

months, but they believe 

should soon start to climb. 
“The tendency will be As 










record forecast :°"1 
FRANCE'S TOTAL 1991-92ain 
(July-June) grain harvest Ja:ix 
expected to reach a record off] 

59.43m tonnes, up 8 per cent7z:7 































































































































































































while arrangements to raise 
money in Canada towards the Among other things, the | deem necessary for a world | to 240m boxes (40.8 kg each) FCOJ, with about 80 per cent itrosuco, which like Cutrale prices to improve during from the 55m-tonne harvestedii-n 
project are finalised. Manitoba complex get a | agrement. And traders point | from their earlier forecast of of the world market. has about 30 per cent of the year,” Mr Cutrale said. Low | last year, according to the 1; 
Hudbay's previous owner, new zinc pressure leaching sys- | out that the logistics of - | 220m boxes, reports Renters Crushers estimate Brazil's export market, supplies to prices have already started to | French agriculture ministry’a. 3 
Inspiration Resources, the US tem and a major modification | istering such an accord would | from Araraquara. FCOJ exports at about 800,000 in the US. Its orange _ stimulate a rise in demand. He | first estimate, reports Reuters:iz 
natural resources group which to its copper smelter. take months to sort out. That would be unchanged tonnes, up from the 788,000 juice plant in the town of said world consumption is | from Paris. amea cs: 
in turn is 56 per cent-owned by Last year Hudbay produced | @ The Ivory Coast's 1990-91 | from last year but still well tonnes Citrosuco Paulista said Matao is the largest in the expected to rise by 12 to 14 per The previous record was setiin © 
Minorco, was having dificulty 137m Ibs of refined copper and | (No ir) coffee pro- | below 1989-90's record harvest was exported in 1990-91. world, with the capacity to cent this year and 30 per cent | in 1984 when grain production 
putting the finance in place. 162m Ibs of slab zinc as well as | duction is likely to be about | of 290m boxes. As of June 30 there was a crush 400,000 boxes a day. Cur- in Asia alone. reached 57.96m tonnes. A : 
‘This jeopardised 2,000 jobs in 82,000 troy ounces of gold, | 240,000 tonnes and export Mr Jose Luiz Cutrale, direc: carryover of about 127,000 rently it is only crushing Mr Rogerio Braga, a director The country's maize produgt Hig 
the Flin Flon area because 1.64m ounces of silver and 9.8m | availability will be boosted by | tor of Sucocitrico Cutrale in tonnes of juice from last year, 320,000 to 330,000 boxes. of Cambuhy tos | tion is projected to reach® 
Hudbay must reduce sulphur lbs of nickel. Its net a 30,000-tonnes carryover, a | the city of Araraquara, said slightly above the 100,000 Export receipts will total at Agropecuarios, which expects | 1225m tonnes, up 32 per cents!2 
dioxide emissions - which fell from C$46.4m to $16.6m. senior government official | that 195m to 197m boxes would tonnes considered normal. least $lbn, juice el to ‘producing FCQJ in | from last year's droughtrx3 
cause acid rain — from In a separate transaction, | said, reports Reuters from be crushed by the frozen con- Many juice producers are said, but the final will 1992, believes the low price | stricken of 929m tonnes: *: 
the complex by 25 per cent by Minorco also converted {ts | Abidjan. centrated orange juice industry operating at below capacity depend on the New York cycle will last another 12 France's oilseeds crop is estas 
1994. Inspiration A shares into com- In January the US Depart- | for export. About 40m boxes levels. Mr Cutrale, who sup- futures market price, currently months. mated at 5.08m tonnes, up &7-s4 
However, the Manitoba pro- mon shares and ralsed its vot- | ment of Agriculture forecast | will be consumed domestically plies juice for the Coca Cola at about $1.16 a lb. “After 18 months of low | per cent from last year's 463mptci 
vincial government is now ing interest in Inspiration from | 250,000 tonnes compared with | and 3m to 4m boxes exported. Company's Minute Maid brand, While Brazilian orange grow- prices increased demand will } with the sunflower seed crop dt 271 
offering C$55m towards the 42 percent to56 percent inthe | about 286,000 tonnes in Cutrale, the world’s biggest said he would produce about ers and juice processors have begin push up prices,” Mr | 2.67m tonnes, up 10.7 per cents;1 
scheme and Minorco is negotia- process. 1989-90. grower of oranges with over 250,000 tonnes of juice this been hit hard by low FCOJ Braga predicted. on last year's 2.4lm tonnes, 74 — 
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By Danie! Green 


LONBON stocks climbed to 
semterday as instity- 

success 
of two rights isetes and favour. 
able sinterpretations of ecq- 


new highs 
tions responded 


nomi indicators, 


Fund managers maved deci- 
sivelp kita Tong-overlooked sat 
o Companies, triggeri: 
shortages of stock in the more 
cyclical sectors such as engi- 


rates would rise today were 
when German money 
-Yates{rose to around 9.4 per 
sent Zor three-month deposits. 
to 


dispelied 


The Band 
nee lesbank is 


7 Lombard 
amg™ cent and the discount, Lr 


meeting 


if buyers needed any furth 
encovragement, they could 


ze 


t rate to 
7.5 pdr cent at its fortnighrl 
today. x 




















Account Dealing Datea 
“First 

a8 Aug $2 
Onnon 

Aug 8 Aug 29 
Last 

Aug 9 Avg ©) 
Acco 

‘nog a Sep D 
Neeome aay take place trom 
6.20 wm two business wertler. 





are under way. “All the statis- 
ues seem to be moving in the 


Equities rise to new F 


right direction.” 


Mr Richard Lake, a chart 
analyst at Hoare Govett, was 
bullish on technical grounds as 
well. He said the index was 
poised to jump to 2,750 in the 


short term and 3,000 by the end 
of the year. 

Mr Jerry Evans at County 
NatWest agreed that the mar- 
ket looked strong in the 
ge term yo ae eae 

yesterday's 
transient. “Little has changed 
and we are ely to get a 
sharp short-term rise in shares, 
Tt may be a couple of months 
before we get convincing evi- 
dence of recovery,” he said. 

Suck concerns were far from 
the thoughts of buyers. The 
Footsie index began on 2 posi- 
tive note and rose to close just 
below the day's peak at 2,608.8, 
up 23.9. New closing highs 
were also recorded by the nar- 
rower FT-30 index and the 
wider FT-A All-Share index. 

A strong start from Wall 
Street served to confirm the 
mood of the market. Both equi- 


ties and bonds in New York 
rose falowing better than 
expected US inflation data. 
Indices compiled by James 
Capel confirmed that UK insti- 
tutions paid more attention 
yesterday to medium-sized 
companies than to the Footsie 
constituents. While the top 160 
Stocks rose 0.89 per cent, the 
next 100 firmed 1.15 per cent 
and the third by 1.2 per cent. 
Seaq volume rose to 631.2m, 
‘unusually high for the holi 
month of August. It was swol- 
len, however, by the placing of 
the rump of the rights issue 
from Burton. This accounted 
for almost 145m of the total. 
Trafalgar House confirmed 
that its rights issue had been 
88.8 per cent taken up. 
There was another strong 
contribution to the gain in the 
FI-SE 100 index from Glaxo. 


LONDON STOCK EXCHANGE 


T-SE 100 high 


Almost 3% points of the day’s 
rise came from Glaxo's 32 
improvement to 1333p. This 
was the second high in succes- 
sion for the stock, pee once 
again by good sentiment sur- 
rounding partial UK approval 
given te its migraine drug. 
Long-awaited third quarter 
figures from Hanson disap- 
pointed the market in that 
they provided no clue i the 
company's DP) itg 2. 
cent stake in ICI. ae 


recent retail price figures and 
oe of the Burton 

e, Tose strongly for 
the third day running. 

But shares in the water com- 
panies lest ground after two 
days of gains. An opinion poll 
showed the opposition Labour 
party to be increasing its lead 
over the Conservatives. 





Disposal 


4, 


talk lifts 
the Pru 


Prudential Corporation, the 
UK'snjargest insurance com- 
pany was easily the most 
active: stock in sector as 
the market picked up hints 
that the group might sell its 
Mercantile & General reinsur- 
ance gubsidiary. Mercantile is 
the fifth largest reinsurance 


* eroug in the world. 


Deglers said the shares also 
responded positively to what 
were;perceived to be good half: 
year results from Jackson 
Natignal Life, Prudential's US 
subsidiary. 

E tial shares settled 7 
highpy at 259p as turnover 
reached 5.3m, the highest for a 
number of weeks. 

Stoxies of the imminent sale 
of Mercantile & General were 
circulating in the market from 
the outset, with Scor, the larg- 
est of the French reinsurance 
companies and associated with 
DAP, the big French-controlled 

instirance group, said'to be 
favourite to acquire Mercan- 
tile. Various prices were being 


mentfoned around the market, 


with$300m the most common. 

Mercantile & General, 
regamied by Prudential as a 
noneore activity, has been up 
for smle for around a year, 
accatding to insurance - 
istsewPrudential said it never 
commented on market 


nt: ¢ 
REM dividend hope 
Ranks: 


‘Bovis McDougall rose 
5 tov2B1p as sources close to the 


com] indicated that it was 
Set fo locrease its final. divi - 


maintained 
its thi Last year it left 
the‘mterim and final dividends 


unchanged. 
Analysts have said that REM 


has” sufficient cover this year’ 


fee ee the dividend 
aroliid 9.7p, against 3.92p 
time. There are now indica- 
tions that it may be up to a 
furtirer (.5p higher when it 
reports in October. © 


Burton placing 

Burton, the clothing retailer, 
firmed a penny to 40%p on 
announcing an 87.86 per cent 
take-up of its £161m one-for-one 
Tights issue. The announce- 
ment was well received in the 
market, which at one stage had 
feared a take-up of less than 
half as the shares fell almost to 
the 30p subscription price. 


The 1214 per cent rump of 
the rights issue was piaced 
withinstitutions at 37.92p and 
was responsible for the 138m 
turnover in the fully paid 
shares. The success in placing 
the rump was seen as a vote of 
confidence in the company by 
the institutions, and may give 
it a breathing space after the 
recent bout of bearish City and 


press comment, 


Britannte Assurance spear- 
eaded a general surge in the 
life sector as the market 


or 


expectations. 
Legal & General, 


higher by a positive note from 
UBS Phillips & Drew, settled 11 
firmer 


at 446p. 
A block of 2.8m shares 


on heavy turnover of 3.6m. 


to 9.5 — “cheap for a 
stock”. .. 
Bass bounced from recent 


with UBS Phillips & Drew 
reported to have shown a 


FT-A All-Share Index 


Equity Shares Traded 
Tumover by volume (million) 
Exchucing: 


1991 


interest in the shares. Mr John 
Beaumont of Goldman Sachs 
believes the shares are under- 
rated. He added: “I believe a 
Tecovery in compan} 
ity next year will 


profitabil- 
reflected 


in the share price.” He predicts 
current year profits of £509m. 

Albert Fisher remained 
under pressure as lines of 
stock were offered around the 
market and the shares closed 2 
Jower at 104p. 


Television issues were 


A 
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z 
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NEW HIGHS AND LOWS FOR 1991 





TEXTILES (2) Lamont, Sirdar, TOBACCOS: 
(1) Rommans G, TRANSPORT (2j Bergossn 


(4 High-Paint Greenbank, Whitecrott, 
‘Witton, Tw, 

Lotsure. (8) Derwont Valley, 
TRANSPORT (2) Morsay Docks B Harbour, 
OT (Me 
8, Malaysian bye 

Aap premier Cons. breaks Of A 


APPOINTMENTS 





franchise currently held by 
‘Thames, rose 13 to 480p. 


are believed to have held their 
franchises unopposed and 
cheaply, gained 12 to 507p and 
20 to 815p respectively. 

Trafalgar Honse gained 
ground after the UK shipping, 
engineering and construction 
company confirmed yesterday 
that 88.8 per cent of its £310m 
rights issue had been taken up. 
The “A" shares were offered at 
190p in June and the rump of 
the issue, the remaining 11.2 
per cent, was successfully 
placed by securities houses 
BZW and Kleinwort Benson on 
Tuesday at 212p. The ordinary 
were 2 better at 230p and the 
“A" 5 up at 225p. 

Johnson Matthey pushed 
ahead 9 to 8325p in spite af the 
price of platinum reaching a 
new 5%-year low yesterday. 
The shares usually reflect the 
platinum price but Panmure 
Gordon was a buyer of the 
stock, which always trades ina 
tight market, and the price was 
squeezed up. Mr Harry Philips 
7 Fenmure said: “We i 

fatthey is still very goa 
value with plenty of growth 


after County NatWest recom- 
mended the company’s 8 per 
cent convertible shares, argu- 
ing that they offered a good 
yield. 

Consumer products group 











tional, which is to reveal 
interim results today, would 
not cut its dividend as feared 
benefited the shares by 2 to 
5p on turnover of 2m. 


August were better than 
feared, helped the motor sec- 
tor. Lex Service appreciated 6 





European 
posts at 
Ernst & 
Young 


m ERNST & YOUNG has made 


Dutch practice, 
seconded to Warsaw from 


September 1 to develop the 
audit i 


been appointed a partner 10 
Vneshaudit, 
Ernst & Young Vanes! fall ti 


Moscow, following his 
secondment from the UK. 


He moves to London ! 
bank's headquarters in 


icago, where he 
coat national counterparty 


risk division. 
be the princi 
government 





resident and head of 
Pontinental’s global 
distribution businesses, 


returns 
Londo! 


to Chicago from 
n. He will assume 


Mr Proctor will 
pal Haison with 
and regulatory 
bodies in the UK. Mr Willlam 
M. Goodyear, executive vice 


responsibility for private and 
commercial banking in 
metropolitan Chicago. 


m CRICKET, a London-based 
communications company, has 
appointed Mr David Copeman 
as sales director. 


@ TLS RANGE, Eccles, has 


marketing. He was sales and 
marketing director of 
Wincanton Contracts, a 
subsidiary of Unigate. 





So 
(pictured) as partner-in-charge 
in the oath ‘west. He succeeds 
My David Morris who has 
moved to the London office 

to lead the audit and business 


advisory services operation 
nationally. 


succeeds Mr Jim Brookes who 
assumes 2 consultancy role. 


Nine join board 
of BTR 


International 


@ BTR has appointed nine 
senior oat from the 
group's principal operating 
businesses to the hoard of BTR 
International, one of the 
principal operating holding 
com . They are: Mr 
Patrick Austen, group chief 
executive, BTR Sports & 
Leisure Group; Mr Bob 


Beeston, managing director, 
BTR Valve Group: Mr Paul 
Buysse, group chief executive, 
BIR Automotive & 
Engineering Group; Mr Brian 
Crowther, group chisf 
executive, BTR Industrial & 
Consumer Group; Dr Huw 
Davies, chief executive, BTR 
Nylex Polymer, Glass/Textiles 
& Commercial Interiors 
Groups; Mr James Falton, 
president, Clarkson Group, 


pson, group chief 
executive, BTR Paper Group. 


















to 218p while T & N added 11 at 
71D. 

Lucas Industries moved up 6 
to 156p on turnover of 4.4m fol- 
lowing a Kleinwort Benson 
buy recommendation and news 
from Peugeot, of France, pre- 
dicting a better second half. 
Lucas are suppliers to Peugeot. 
Avon Rabber added 15 at 2396p 
after $.G. Warburg turned buy- 
ers of the stock. 

BBA advanced 11 to 155p, 


trial conglomerate BTR (ap a 
penny at 4212p). 

A modest rise in Ultramar 
shares, up 5 at 274p on turn- 
over of 3.4m, owed more to 
widespread relief at the 
absence of a rights issue than 
to the interim results. These, 
according to analysts, were dis- 
appointing and the market is 
concerned about the compa- 
ny’s dividend prospects. 

The underperformance of BP 
shares, easier at 3386p on heavy 
turnover of 6.1m, prompted 


crude oil prices in the near 
ee a perceived a the 
most highly geared of ol] 
majors, is expected by the mar- 
ket to bear the brunt of selling 
pressure in the leaders. 
MARKET REPORTERS: 
Daniel Green, Peter John, 
Joel Kibazo, Jim MicCatium, 
Stave Thompson. 

@ Other market statistics, includ- 
Ing the FT-Actuaries Share Indl- 
ces and London Traded Options, 
Page 15. 
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11 am. 
2800. 


Day's High 2611.6 


12 7 3 4 
Ez] 


FT-SE Eurotreck 200, Hourly changes Day's High 1182.20 


1178.13 1 


Day's Low 2580.9 


Ony's Low 1175.76 


tpm 2pm 3pm 
70.85 4180.95 1180.60 





“SE Activity 1974. 

tExcluding Intra-market 
business & Overseas tumover. 
London report and 
latest Share index: 

Tel. 0898 123001 





TRADING VOLUME IN MAJOR STOCKS 
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EQUITY FUTURES AND OPTIONS TRADING 


THE INCREASE in activity on 
the: stock —_ fed through 
into traded options yesterday, 
which had one of the busiest 
sessions this month, writes 
McCallum. 


Heavy dealing in British Gas 
cal] options, particularly 


December 280 calls, lifted total 
turnover to a third more than 
the previous day's level, at 
32,734 contracts. 

‘The latest figures from Han- 
son prompted active two-way 
dealing in calls, particularly 
the August 220 series. GEC 
saw activity in calls aud puts, 
with the February 200 series 
gy tn about Prud 

on it len- 
uP une Mercantile & 
General, its remsuravce snb- 
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COMMERZBANK OVERSEAS FINANCE NY. 
U.S. 200,000,000 Floating Rate Notes Due 1983 


In accordance with the provisions of the Notes notice is hereby 
given that for the six months period from August 14, 1991 
to February 14, 1992 the Notes will carry an interest rate of 
5%% per annum with a coupon amount of U.S.$ 300.28 on 
U.S 10,000 and U.S.§ 7,506.94 on U.S.$ 250,000. 


COMMERZBANK s% 


PERSONAL COMPUTERS & PC SOFTWARE 


The FT proposes te publish this survey on 
7 SCepamber 1991 

The Financial Times reaches over [ m 4 businessmen 

involved in decision making about perso 

computers. If you want to reach this important 

i Andy Barrons on 071 873 3201 or fax 07) 
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RESULTS SPEAK LOUDER THAN WORDS 


Currency ASSET & Dest MANAGEMENT 
* Cowract: Brooke BowaTer 


Tue ECU Growr Lim, 29 CHESHAB PLACE, LunpoN SWIX SHL 
TRL: O71 245-1616 Fax: 071 135-5682 


UK, European, & 
International Equities 
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US$100,000,000 
_ FLOATING RATE DEPOSITARY RECEIPTS DUE 1997 


issued by 


The Law Debenture Trust Co! 


evidencing 


pic 
entitlernent to payment of principal and interest on deposits with 


| 
B 


Banca Nazionale del Lavoro 
(incorporated as an Istituto di Credita di Diriso Pesbbisan tn the Republic of lraty} 
London Branch 


Notice ish 
has been 


given that the Rate of Interest for Coupon No. 25 
at 6 % pa and that the interest payable on the 


refevant Intarest Payment Date, Novamber 15, 1991 in respect 
of US$10,000 nominal of the Receipts will be US$153.33 and 


in respect of US$250,000 nominal of the Receipts will be 
US$3,833.33. 

August 15, 7991, Landon 

By: Citibank, NA (CSS! Dept), Agent Bank CITIBAN CS, 








- 


¥ AUGUST 15 1991 
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jlabie on FT Cityline. Calls charged at 34p/minute- cheap rate 


@ Latest Share Prices s'6 ‘aves. To oblain your tree Share Code Booklet ring 071-825-2128 


and 45p/minute at all other ! 


LONDON SHARE SERVICE 


DRAPERY AND STORES 
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FINANCIAL TIMES THURSDAY A 


CURRENCIES, MONEY AND CAPITAL MARKETS 


FOREIGN EXCHANGES 


Dollar firm despite rate hint 


THE DOLLAR was slightly 
firmer at the European eos 
yesterday, despite an apparent 
bint from the Bundesbank af 
higher German interest rates. 
Foreign exchange dealers took 
the view that a rise in official 
German rates has already been 
allowed for in the value of the 
US currency against the 
D-Mark. 

Publication of US consumer 
Price data did little to encour- 
age speculation that the Fed- 
eral Reserve will ease its mone- 
tary stance in the near future, 
but on the other hand the fig- 
ures indicated that inflation is 
under control. July consumer 
prices rose 0.2 per cent. in line 
with expectations, to bring the 
year-on-year inflation rate 
down to 4.4 from 4.7 per cent. 
Since the beginning of the year 
the consumer price index has 
risen at an annual rate of 2.7 
per cent, compared with a rate 
or od per cent for the whole of 


Core inflation, excluding 
food and energy. rose 0.4 per 
cent in July. This was twice 
the headline rate, but was 
unchanged from the previous 
month, and means that the 
annualised underlying rate is 
steady at 4.8 per cent. Econo- 
mists pointed out that core 
inflation has been in a 4.0 to 
5.0 per cent range for seven 
years and still appears to be 
stable, 
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Data showing that real aver- 
age weekly earnings for US 
workers fell by 14 per cent in 
July, from the previous month, 
while June business invento- 
ries fell 0.3 per cent, after a 
revised 9.6 per cent drop in 
May, had no impact on the dol- 


It touched a peak of 
DM1.7420, but failed to stabilise 
above the DM1.7400 level, fall- 
ing back towards the London 
close, although still finishing 
firmer on the day. 

The dollar rose to DM1.7350 
from DM17305; to Y136.55 from 
¥136.50, to SFri.5195 from 
SFri.5145; and to FFr5.9000 
from FFr5.8925. On Bank of 
England figures its index 
climbed to 66.4 from 66.3. 

The market is now waiting 
for the result of today’s meet- 
ing of the German Bundesbank 
council, the first after the sum- 
mer recess, amid expectations 
that the discount and Lombard 
rates are likely to rise. Action 
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MONEY MARKETS 


Bundesbank drains 


A RISE in the Bundesbank's 
Lombard emergency financing 
rate seemed to be indicated by 
the allocation of funds at this 
week's securities repurchase 
agreement tender. 

The German central bank 
drained liquidity from the 
banking system and allocated 
money at rates above the pres- 
ent 9.00 per cent Lombard rate. 
A net DM4.8bn was withdrawn 
as bids of DM20.7bn were suc- 
cessful, compared with expir- 
ing facilities worth DM25.5bn. 

Most 35-day money at the 
variable rate tender was allot- 
ted at 9.00 per cent, compared 
with 8.90 per cent at last 


ee A 
UK clearlag bank base fending rate 
11 per cent 
from Jaty 12, 1991 





week's tender, and most 63-day 
funds at 9.15 per cent, against 
9,00 per cent at the last similar 
tender two week's ago. 

A rise of 1 point to 7% per 
cent ig expected in the 
discount rate at today’s 
Bundesbank council meeting 
and an increase of \ point to 
9% per cent in the Lombard 
rate. The central bank may 
also revert to fixed rate 
repurchase pacts, at around 
9.20 per cent. 

In London interest rates had 
a firm tone. Three-month 
sterling interbank was quoted 
at 11-10%. per cent, against 


11-104, with 12-month money 
unchanged at 101-104 per cent. 
Prices of short sterling 
futures fell on Liffe. September 
delivery declined to 89.20 from 
89.23. 
The Bank of England 
initially forecast a credit 
shortage of £1,100m on the 
cash market, but revised this 
to £950m at noon. Assistance of 
£806m was provided. 

An early round of help was 
offered and at that time the 
authorities bought £342m bills 
for resale to the market on 
September 2 at a rate of 10% 
per cent. In further operations 
before lunch the Bank of 
England bought £123m bills, 
including £100m bank bills 
outright, in band 1 at 10% per 
cent, and £23m for resale to the 
market on September 2, at 103§ 
per cent. 

In the afternoon £154m bills 
were purchased outright. by 
way of £lm Treasury bills in 
band 1 at 10% per cent; £148m 
bank bills in band | at 10% per 
cent; and £5m bank bills in 
band 2 at 10% per cent. Late 
assistance of around £205m 
was also provided. 

Bills maturing in official 
hands, repayment of late 
assistance and a take-up of 
Treasury bills drained £517m. 
with the unwinding of bill 
repurchase agreements 
absorbing £835m, a rise in the 
note circulation £60m and bank 
balances below target £140m-. 


These outweighed exchequer 
transactions adding £450m. 
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MONEY RATES 


Treasury Bills and Bonds 
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In accordance with the Terms Conditions of 
the Notes, notice is hereby given that for the interest 
Period from 13th August 1991 to 13th November 
1991, the Notes wilt bear a Rate of interest of 
11.0625% per annum. The amount of interest 
payable on 13th November 1991 will be £139.42 
per £5,000 Note and £1,394,18 per £50,000 Note. 


AGENT BANK: CHARTERHOUSE BANK LIMITED 
‘Amember of the Secutties and Futures Authortly 


CHARTERHOUSE 






THE COST EFFECTIVE REAL - TIME PRICE INFORMATION SERVICE 
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CROSSWORD 
No.7,621 Set by VIXEN 


across 
1 A doek kept Inside stera'dt 
© ey Ae haope: by: # take 


$A sallor collecting money 
for a religious centre (5) 
1A: Day Reet over: a special con- 


(5) 
18 A gardening job that’, 
really hard werk (6) cd 
15 Plainly this is not the way 
a Saree 
t é 
isa @) becoming a 


19 ‘There aby anaes in the 
Yiver — are superior 
21 A letter from Greece (5) 2 


26 Divine substance (5) 
27 Gis seen making a begin- 


ning (7) 
28 Not iit up naturally! (7) 
DOWN 
1 Making humble container in 
2 Good grounds 
grounds to conserve 
the beer (9) 


4 Rate highly as 2 flowering 
plant (9) 
5 It's very foolish aliowing 
it on a ship (6) 
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7 Certain figure presented by 
the state (5) 
8 Some svelte, lean, or evel 
woman (7) 

14 Aquatic creatures’ prints 

16 Foolish o carrying 
c Supporters 
in the French (9) 

7 Last {month oe ee. 
would accept - 
dectine (9) 

18 Note-caunting can be tire- 
Some (7) a 

20 People with a building com 
tract (7) 

Paving ‘tumed up, can enter } 

23 A poet wanting steak prop 
erly served (5) : 

24 Member of fraternity taking 
scholars on (3) . 
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Yugoslavia dashes Austria’s eastern hopes . i 


Dow lifted by consumer 
price data and firm bonds 


Wall Street 


eee ee? 
SHARE PRICES rose yesterday 
morning in active trading, 
buoyed up by good inflation 
news and a firm bond market, 
writes Patrick Harverson in 
New York. 

By lpm the Daw Jones 
Industrial Average was up 
10.29 at 3,019.01. The more 
broadly based Standard & 
Poor's 500 was also firmer, up 
1.98 at 391.60, while the Nasdaq 
composite of over-the-counter 
stocks climbed to another 
record, rising 3.19 to 517.59. 
Trading was heavy for the sec- 
ond day running, with volume 
reaching 119m shares by 1 pm. 

The day got off to a good 
start after the Labor Depart- 
Mment announced that con- 
sumer price inflation had risen 
0.2 per cent during July. The 
figure (and the 0.4 per cent rise 
in core consumer inflation, 
which excludes energy and 
food prices) was slightly better 
than expected, and heightened 
speculation that the Federal 
Reserve would cut interest 
rates again soon. 

With analysts predicting 
that annual consumer inflation 
of only 3.5 per cent by the end 
of the year, there appears to be 
plenty of room for the Fed to 
ease monetary policy without 
fear of stoking the inflationary 
fires. 

Among individual stocks, 
Manufacturers Hanover, which 


is in the process of merging 
with Chemical Bank, rose $1'% 
to $33 after announcing that it 
was in talks with a unit of 
State Street Boston concerning 
the possible sale of Manny 
Hanny's Tokyo trust business. 
State Street shares edged $% 
higher to $49%. 

Reebok climbed $1% to $31% 
in heavy trading, benefiting 
from a growing belief that 
sales at the sports shoe retailer 
have held up well in recent 
months. In particular, analysts 
say that a new line of Blacktop 
athletic shoes has been we! 
received, helping to maintain a 
strong upward trend in earn- 


ings. 

Furr's/Bishop’s, a company 
that operates cafeterias, 
@ropped $1% to $2 after it 
warned that it would probably 
not pay a third quarter divi- 
dend on its convertible pre- 
ferred stock, and consequently 
might not be able to buy back 
stock at $4 a share under its 
current self-tender offer. 

Lotus Development jumped 
$2% to $36% on volume of 2m 
Shares after analysts at Gold- 
Tan Sachs and Cowan & Co 
made positive comments on 
the stock, citing the impending 
release of new software. Lotus 
was also aided by the success- 
ful debut yesterday of Sybase, 
a_ software products and ser- 
vices company in which it 
owns 17 per cent. Sybase, 
Offered at $13.50, traded at $18 
on volume of 3.2m shares. 


Applied Materials 
sharply early on. before recov- 
ering to stand down $% at 

%4 at midsession. The stock 
was undermined by a drop in 
fiscal third quarter income and 
a warning from the company 
that the next few quarters 
would be difficult, 


Canada 


a 
TORONTO stocks rose in mod- 
erate midday trading. The com- 
posite index was up 29.02 at 
2,818.70 on volume of 15.7m 
shares. Advances ted declines 
by 239 to 180, with 235 issues 
unchanged. Banking and gold 
shares were higher but metal 
and mining shares were lower. 

The Bank of Novia Scotia 
was the most active stock, ris- 
ing C$" to C$44% as 985,000 
shares changed hands. 

Laidlaw B shares were also 
heavily traded, gaining C$‘: to 
C$14% on volume of 633,106. 
American Barrick was up C$% 
at C$27% and Crestbroak For- 
est Industries rose C8% to 
$1644. 


SOUTH AFRICA 


DEMAND FOR_ quality 
industrials lifted the sector's 
index by 25 to 4,167, yet 
another record high. But the 
gold index fell 6 to 1.259 on a 
renewed, platinum-led slide in 
bullion prices. The overall 
index added 9 to 3,515. 


Brazil declines as inflation rises 


By Victoria Griffith in Rio de Janeiro 


THE BRAZILIAN stock market 
fell this week on fears of 
another drastic plan to bring 
inflation under control. The 
Sao Paulo stock index dropped 
7 per cent daring Monday and 
Tuesday to 16,240, on growing 
pessimism ahout the economy. 

The necessity of yet another 
“economic shock” is growing, 
as prices continue to surge. 
Inflation reached 11.3 per cent 
in July, the highest level since 
March, and economists warn 
that inflation will soon spirai 
“Inflation will 


the University of Campinas. 
ASIA PACIFIC 


Price rises are being fuelled 
by the government's return to 
the cruzados novos currency, 
which had been replaced by 
cruzeiros as part of last year’s 
measures to fight inflation. 
Today the government will 
hand back $1.7bn in cruzados, 
ths te instalments 

The sharp rise in interest 
rates this week added to the 
downward share 
Brices. Interest rates have 
surged to 500 per cent a year, 
the highest since President 
Fernando Collor de Mello took 
office last year. The govern- 
ment is raising interest rates 
in an attempt to attract some 


of the cruzados into savings 
and government bonds, and so 
curb consumer spending. 

The release of the cruzados 
may provide some temporary 
relief for the stock market, 
which is likely to receive a 
small portion of the money. 
The stock market index was 
up 3.4 per cent at 16,800 
at midsession yesterday, in 
anticipation of an inflow of 
funds, on reasonable turnover 
* owever, Mr At Vidigal 

wever, varo . 
President of the Sdo Paulo 
exchange, said that the trend 
was down: “We are entering a 
very bad phase. I am not opti- 
mistic about the second half.” 





Judy Dempsey explains how geographical location is no longer helping the bourse 


HEN the communists 

fell from power in 

eastern Europe two 
years ago, traders at Vienna's 
stock exchange were delighted. 
Austria's close proximity to its 
eastern neighbours would 
finally bear fruit, as these 
economies would be reformed, 
and foreign investors would 
use Austria as a gateway to the 
untapped markets of eastern 
Europe. 

Si tat 
out, geography its draw- 
backs. The crisis in neighbour- 
ing Yugoslavia has affected the 
Vienna bourse so much that 
foreign investors are looking 
elsew bere to invest Few 

ieve the exchange will reco- 
ver after the summer holidays. 

Austria shares its southern 
borders with Yugoslavia. When 
fighting broke out between the 
Yugoslav federal army and Slo- 
venia on June 26, the effect on 
the Vienna exchange was 
immediate. . 

On April 16 the Vienna 
bourse index had reached a 
1991 high of 596.05, slipping to 





FT~A World Indices 
{rebased in local terms) 
180 see 


17.1 per cent lower 
same time last 
year, when the index stood at 


623.62. 

The bourse has gained 2 per 
cent so far this year in local 
rrency terms, according to 

FT-Actuaries World Indi- 
ces, well below the rise of 16.4 





per cent for Europe excluding 
the UK. In the current quarter, 
Austria bas dropped 5.6 per 
cent, compared with a gain of 
0.3 per cent for continental 


Europe. 

The average daily turnover 
in Vienna so far this August is 
about Sch300m ($24.6m), a sig- 
nificant fall from August 1990, 
when the daily turnover was 
Schi.5bn. 

Mr Christian Gutlederer, 2 
senior official at the Vienna 
bourse, says: evou is cannot 
imagine the impact ‘ugo- 
slav crisis has had on the 
exchange. Foreign investors 
who, in any case, were slowly 
drawing away from the 
exchange, are now staying 
away completely.” 

Although the fighting in the 
republic of Slovenia, which 
borders with Ausiria, has 
stopped, Viennese traders say 
there is little prospect of insti- 
tutional foreign investors 
returning in large numbers. 

“The problem is the interna- 
tional perception of Austria's 
geographical position vis-a-vis 


Yugoslavia,” says Mr Marko 
Muselin, head of the securities 
department 2 Greditanstslt. 
"Ss 

Ache Ausirian banks do not 
have a high exposure to Yugo- 
slavia. About 2 per cent of our 
total foreign trade is with 
Yugoslavia. But if the fighting 
between Serbs and Croats esca- 
lates, and if there are problems 
on the Hungarian borders, 
then the repercussions will be 
very serious for us. Foreigners 
want stability.” he explains. 


ears of higher interest 

rates are enone pease 

why foreign mes- 
tic investors are staying firmly 
on the sidelines. The unity of 
the two Germanys was a wel- 
come fillip for Austrian indus- 
try. as well as for the bourse. 
Germany accounts for 35 per 
cent of Austria's exports and 
43 per cent of its imports; the 
Austrian schilling is tied to the 
D-Mark. If the German Bundes- 
bank decides to raise interest 
rates at its council meeting 
today, it would put pressure on 


the Austrian National Bank ta 
follow suit. : ‘ 
For now, Mrs Maria Schau- 
mayr, president of the Aaus- 
trian National Bank, has indi- 
cated that she will 
coe 
increase. . 
Some unsuccessful flotations 
have also contributed to'the 
lack of confidence on the 
Vienna bourse. Tiroler Loden, 
which specialises in tradition- 
al-style fashions, was listed on 
the exchange in late 1987.:A 
quarter of the shares ~ or 
Schis0m ~ were offered td the 
public, the remainder to insti- 
tutions. Last month, trading 
tle as filed fe ond. Oe on 
vy for 5 
Pat in spite of the gloomy 
news in Vienna, compounded 
by a downward revision -of 
gross domestic product from 
3.5 per cent to 2.5 per cent for 
this year, traders believe the 
market is reaching a floor. 
“Quite honestly, the index was 
far too high,” says Mr Muselin 
adding that he expects it to 
stabilise around the 500 level. 


Corporate disappointments erase Dutch gains. 


COMPANY FORECASTS and 
results weighed down Amster- 
dam yesterday, as other 
bourses remained preoccupied 
with today's meeting of the 
Bundesbank. Several markets 
are shut today for Assumption 
Day, writes Our Markets Staff. 

AMSTERDAM lost its early 
gains on a disappointing profit 
statement from Hoogovens, the 
steel company, and poor 
interim results from Hunter 
Douglas, the window blinds 
manufacturer. The CBS ten- 
dency index closed 0.2 lower at 
92.0, having been as high as 
92.6 at midsession. 

Hoogovens closed F12 down 
at F158.80. Its half-year result 
- a plunge in net profits to 
Fi55m from Flissm - was 
better than market forecasts, 


that Hoogovens expected only 
to Drank even in the second 


Hunter Douglas closed 
F16.50 or 8 per cent down at 
F174.90, having lost 11 per cent 
earlier in the day. Late on 
Tuesday. it announced a 40 
cent fall in first-half net profits 
to Fl41.6m. The unexpectedly 


Nikkei rebounds 2.3% on rate optimism 





Tokyo 


SHARE PRICES rebounded 
across the board yesterday, 
after four consecutive daily 
Josses, on optimism that lower 
interest rates were not far off, 
writes Neil Weinberg in Tokyo. 

The Nikkei average opened 
at the day's low of 22,903.30 


521.30 or 2.3 per cent. Volume 
picked up modestly from 180m 
to 214m shares, passing the 
200m level for the first time in 
nine sessions. Advances led 
declines by 700 to 239, with 142 
issues unchanged. 

The Topix index of all first 
section shares climbed 22.69 to 
1,789.54, but the second section 
shed 2.50 to 2,936.76. In London 
the ISE/Nikkei 50 index lost 
3.02 to 1,369.10, 

Prices received a boost at the 
opening from program buying 
connected with stock index 
arbitrage, and were then sup- 
ported by strong bonds and 
bond futures. Rumours that 


reduction in the official 
discount rate triggered fur- 
ther demand, a dealer said. 


The broadly based advance 
included 35 of the 36 industrial 
sectors, with telecommunica- 
tions the only loser, mostly 
owing to a loss in the heavily 
weighted Nippon Television of 
'Y100 to ¥23,700. 

Interest rate-sensitive stocks 
fared well, including electric 
power utilities, real estate, 
financial institutions, paper 
and pulp and high-technology 
shares. Kansai Electric rose 
‘Y80 to Y2,810, Nomura Y60 to 
Y1,710 and Sony Y70 to Y6,000. 

The oil sector rose sharply 
on earnings prospects, Mitsubi- 
shi Oil appreciated Y60 to 
‘Y1,080 and Showa Shell Sekiyu 
‘Y80 to Y1,760. 

Issues popular with specula- 
tors were active, with Nippon 
Carbon up ¥60 at Y1,050 and 
Chiyoda Corp Y90 at Y1,820. 

The share prices of the three 
banks that suffered on Tues- 
day, because of their connec- 
tions to the Toyo Shinkin loan 
scandal, rebounded, along with 
other banking shares. This was 
possibly on support from the 
banks themselves or their lead- 
ing shareholders. Dai-Ichi Kan- 
gyo rose Y100 to Y2,390, Sanwa 
Yeo to Y2.300 and Industrial 
Bank of Japan Y10 to Y3,450. 

Although the cash market 


was strong in the last hour of 
trading, the futures market 
retreated sharply. Traders 
feared that this could lead 
to a lower opening in the cash 
Market today. 

In Osaka, the OSE index 
moved forward 211.13 to 
24,923.86 on volume of 16.5m 
shares. Nintendo rallied Y500 
to ¥11,500 on bargain hunting. 


Roundup 


THE RISE in Tokyo encour- 
aged several Pacific Rim mar- 
kets yesterday, but others were 
More concerned with their 
domestic economies. 

HONG KONG reached its 
second all-time high in a week, 
on renewed enthusiasm for the 
property sector. The Hang 
Seng index added 26.31 at 
4,079.01. Turnover expanded to 
HK$i.4bn from HK3931m. 

Hongkong Bank was the 
most traded stock, but it closed 
unchanged after gaining 45 
cents earlier in the day. 

SINGAPORE firmed in mod- 
erate trading on bargain hunt- 
ing following recent declines. 
The Straits Times Industrial 
index gained 9.86 to 1,434.07, 
the day's high. Volume was lit- 
tle changed at 45m shares. 





KUALA LUMPUR, after fall- 
ing on Tuesday, rallied over a 
broad front as bargain hunters 
emerged. The composite index 
put on 10.01 to 569.58. Volume 
was 27m shares, against 28m. 

SEOUL suffered a steep 
decline in light dealings. react. 
ing to a rise in bond yields and 
the government's upward revi- 
sion of its trade deficit forecast 
for this year. The composite 
index dropped 16.55 or 23 per 
cent to 693.12. Turnover shrank 
to Won317bn from Won390bn. 

AUSTRALIA fell for the 


tant to act before the 
announcement of GDP figures 
today and the Federal Budget 
next Tuesday, when trading 
will be extended by 30 minutes. 
BOMBAY rose to its second 
record high in as many days, 
Jed by export-related stocks. 
The BSE index added 18.39 or 
LI per cent at 1,705.63. 
eased in nervous 
trading, amid talk of a coup 
attempt and the potential rejec- 
tion by the US of its bases 
treaty. The composite index 
dipped 8.97 to 936.98 in turn- 
over of 88m pesos, after §5.5m. 
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forecasts. 

FRANKFURT continued ta 
ise on hopes that the Bundes- 
would finally raise inter- 
Yates today. The DAX index 
5.47 higher at 1,650.19, 
while the FAZ index, calcu- 
lated at midsession, eased 0.46 
to 680.37. Volume rose to 
DM5.29bn from DM5.03bn. 


HE 


Among retailers, Kaufhof 
jumped DMS to DM499 and 
Karstadt gained DM16.50 to 
DM617.50, helped by indica- 
tions that the summer sales 
had gone well and by the 
strong first-half sales from Kar- 
stadt on Tuesday. 

PARIS ended at the day's 
high in moderate trading, on 
hopes that the uncertainty 
over German interest rates 
would disappear today. The 
CAC 40 index gained 11.47 to 





FT-SE Eurotrack 100 - Aug 14 
Hourly changes 


Open 10am ‘11am Noon 


1pm 2pm 7 


pm Close 
1116.76 1116.44 1115.64 1116.09 1116.92 1118.86 1119.06 1118.18 


Day's High 1119.80 


Day's Low 1115.13 





Aug 13 Aug 12 Aug 9 Aug 8 Aug 7 
1113.47 1107.42 1110.85 1111.44 1113.11 
Base value 1000 (287109) 
1,820.31, a two-month high, in 20,000 at FFr809. 


turnover of about FFr1.9bn 
after Tuesday's FFr1.94bn. The 
bourse is closed today and 
tomorrow. 

The car sector continued to 
attract demand. Peugeot, 
—_ ae Tuesday by the a 
pany’s remarks on 
the second half, gained another 
FFri0 to FFr623 on volume of 
222,100 shares, worth FFr137m. 
Michelin, the tyremaker, added 
50 centimes to FFT115.50 on 


sOESN a trod lipped 
, the group, sl 
FFr2 to FFr897 on the ays 
second best turnover of 
FFr103m. Volume of 114,580 
shares was swelled by two 
large block trades, of 50,000 
shares at FFr900 each and of 


MILAN was supported by 
professionals closing their 
short positions at the end of 
the August account. The Comit 
index eased just 0.37 to 562.45. 
Volume was estimated at close 
to Tuesday’s L89bn, relativel 
iow for the last day of a trad. 
ing account. The bourse is 
closed today and tomorrow. 

The new account begins on 
Monday with the quotation of 
Germany's Volkswagen and 
Bayer, the first two foreign 
stocks to be listed in Italy. 

ZURICH followed Frankfurt 
ol with the Crédit Suisse 

rising 1.3 to 547.3. In the 
chemical sector, Ciba-Geigy's 
bearer shares gained Si'r50 to 
SFr2,980. 


Swissair's bearers fell SFr5 
to SFr760 after the airling 
announced a cut of 420 jobs by 


1993. 

sTocenorn wae ao 
aged by gains in Lon Paris 
and Frankfurt. The Affars- 
varlden General index rose 6.8 
to 1,105.30 in turnover’ of 
SKr444m, up from SKr262m_ 
Electrolux was steady. at 
SKr260, ahead of its its interim 
results tomorrow. oe 

COPENHAGEN _ edged 
higher, with market attention 
fixed on Novo Nordisk, the 


gained DEr? to DKr477 after 
announcing its first-half 
results. The bourse index 


NKr379m, 
tor index fell 0.60 to 62.99 as 
Den norske Bank shed NKr2 to 
NEr61. 


ote na, Se ates 
igher, . 
271.29. Turnover was light at 
about Ptaébn, down from 
Ptasbn. ? 





BUSINESS LAW 





Europeans run up against US laws - 


By Joseph Flom 


BANKING and insurance 
companies in the European 
Community are rapidly consol- 
idating across industry lines. 
At the same time, a number of 
European insurance companies 
have been expanding through 
acquisitions of American insur- 
ers. However, as a result of 
incompatible regulatory 
systems and industry struc- 
tures, these activities could be 
severely limited. 

A big difficulty is created by 
the American system of bank- 


ing tion. US prohibitions 
on afiliations between Ameri- 
can banks and insurance com- 
panies are also applied to Euro- 
pean and other foreign banks 
operating in America. 

This applies even if the 
American ing and insur- 
ance operations of a foreign 
bank are in practice entirely 
independent of one another. 

Thus, if a European bank 
and its prospective European 
insurance company partner 
both have operations in the 
US, a merger or acquisition 
will generally result in the 
combined entity being required 
to discontinue one of the busi- 
nesses. 

European financial services 
companies which engage in 
inter-industry mergers or 
acquisitions in Europe may 

eactee ae ability to 
expand into Ss 

The US banking regulatory 
system seeks ta manta a 
separation between banking 
and commerce. This is based 
on the premise that commer- 
cial credit will be allocated 
more fairly or efficiently if 
banks are not permitted to 
favour their commercial affili- 
ates and that prohibiting 
banks from having commercial 
affiliates will guarantee that 
result, 

It is also based on the prem- 
ise that restricting certain non- 
banking financial activities 
would minimise risks taken by 
American banks. Accordingly, 
US banks are generally 
restricted in the conduct of 
non-banking activities in their 
home market, including insur- 

The US generally applies to 
foreign banks a policy of 
“national treatment”, subject- 
ing foreign banks to rules no 
less favourable than those 
applied to American banks, At 
the same time, however, the 
American regulators go to 
some lengths to ensure that 
foreign banks do not gain a 
“competitive advantage”. For- 
eign banks, therefore, are gen- 
erally subject to the same limi- 
tations as American banks. 


In principle, “national treat- 
ment” sounds fair, since it is 
hard to complain about being 
treated no worse than the 
locals. In practice, however, 
the policy can lead to less than 
even-handed results. 

Thas, if the rule against non- 
banking activities and invest- 
ments were applied without 
modification to European 
banks which own significant 
interests in a number of large 
foreign companies with Ameri- 
can operations, the banks 
could be required either to 
close their American branches 
or to halt operations by their 
affiliates in the US. 

This result was considered 
excessive, and therefore the 
law contains specific exemp- 
tions for certain industrial and 
commercial activities con- 
ducted by affiliates of foreign 
banks in the US which they 
also conduct elsewhere. 

To avoid giving foreign 
banks a “competitive advan- 
tage,” however, insurance 
activities are not so exempted. 
Accordingly, European a 
other foreign banks operat 
in the US generally cannot also 
conduct a broad American 
insurance business. 

These restrictions have 
extremely broad scope since 
they apply not only to a bank 
and its subsidiaries but also to 
all of its “affiliates”. The latter 
are defined in terms of com- 
mon “control” - and under 
American law a decidedly 
tainority investment can con- 
vey such “control”. 

The banking rules can, 
therefore, reach minority 
investments in American com- 
Ranies ~ or, more seriously, in 
foreign companies with Ameri- 
can operations - which are 
elsewhere considered routine. 

The push will not become a 
shove wntil American regula- 
tors seek to veto big European 
Mergers and acquisitions. They 
would rather not do that, and 
the Federal Reserve Board has 
at least temporarily defused 
the situation by granting 
exemptions on a case-by-case 
basis to permit the timely com- 
pletion of predominantly for- 
eign mergers and acquisitions. 

in November 1990, for exam- 
ple, NMB Posthank Group 
recelved an exemption that 
allowed its merger with Nat- 
ionale-Nederlanden despite the 
fact that NMB has banking 
operations and Nationale- 
Nederlanden has insurance 
operations in the US. 

Such exemptions, however, 
are strictly temporary expedi- 
ents pending either the receipt 
of permanent approval to 


retain permissible businesses 
or the complete divestiture of 
activities not permitted. 

In granting such a tempo- 
rary exemption to a foreign 
bank, the Federal Reserve 
Board has provided divestiture 
terms of up to three to four 
years in the hope that Con- 
gress will act to resolve the 
situation in that time. But 
there is no assurance that this 
exemption policy will continue 
indefinitely. 


: ih conaress & Sirrent mood. 
it may be assume t foreign. 
banks will not receive any new 
authority to operate in the US 
that is not also made available 
to American banks. Accord- 
ingly, the extent to which the 
US legal system will hinder 
European plans for consolida- 
tion of financial services may 
therefore depend on whether 
American banks are them- 
selves permitted to conduct 
insurance activities in the near 
nel 
intil very recently, the i 

barriers between een 
banks and insurance compa- 
nies remained high and wide. 
Recently, however, a US fed- 
eral appeals court overturned a 
Federal Reserve Board order 
Prohibiting a subsidiary of a 
Delaware chartered bank, 
owned by a bank holding com- 
Pany, from engaging in a broad 
range of insurance activities 
permitted by a new (and 
oe unique) Delaware stat- 
ute. 

This development, unless 
reversed by the US Supreme 
Court or legislatively, may 
allow a non-US company, 
which might otherwise nin 
foul of American banking laws, 
to engage in US insurance 
activities. Congress has in the 
past reversed attempts to 
broaden the ability of banks to 
engage in the business of 


insurance. 

The US Treasury Depart- 
ment has proposed banking 
reform legislation which, 
among many other things, 
would permit a bank and an 
insurance company to be 
owned by the same holding 


He weve, the proposed 

lo + the pro; i 
lation now under active sont 
eration in Congress does not 
incorporate the ‘6 pro- 
posal with respect to affilia- 
Hons of banks and full-service 
imsurance companies. 

There is also a fair chance 
that further restrictions on the 
sale of insurance by banks will 
be enacted, thereby legisla- 
tively overruling or severely 
limiting the effect of the recent 
appeals court decision. 


The existing situation raises 
potential for disagreement 
between the EC and the US as 
to whether the American 
financial services market is 
sufficiently open to foreign 
competition. The Americans 
wil] claim that they do not dis- 
comnate against a ae 
peans since they me 
foreign banks and insurance 
companies to abide by the 
same rules as apply to US com- 
Pithe E will respond 

e Europeans 
that the Americans are overex- 
tending their jurisdiction, and, 
further, that the effect is pro- 
eerionlet pecans the rules 
eliminate potential competitors 
from the US market and pre- 
vent the Europeans from 

ing into the market by 
competing on the basis of their 
strengths. a : 

Ironically, this last argumebt 
is one which the US recently 
aimed at Japan. Collaterally, 
such arguments would also 
heighten focus on the restric. 
tions posed on the activities of 
US insurance companies by 
many states where a foreign 
government or governmenial 
controlled entity owns a siguif- 
icant interest in the surance 
company. wee 
Similarly, such arguments 
could involve questioning 
whether a single approval for 
an acquisition by a US entity 
of an insurance company in 
the EC should be permitted if 
the US itself persists in requir- 
ing diverse approvals by many 
States for any such acquisition. 
ments, the Europeans could et 

, the 

to limit American banks -and 
insurance companies in the EC 
to the same businesses that 
European banks and insurance 
com) ies are permitted to 
conduct in the US. The 
could then respond 

to the Community's failure to 
provide “national treatment” 
and the Europeans could in 
turn react to the Americans’ 
failure to provide them with 
“national treatment”. od 
in such a contest, of course, 
everyone loses. That is why, 
for those in the financial ser- 
vices sector, both Europeans 
and Americans should be more 
than commonly concerned 
with how the American bank- 
Ing authorities and Congress 
the issues raised by 

the cross-industry consolida- 
tion in the EC. 
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